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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, DC 20268-0001 

Evolutionary Network 
Development Service Changes, 

Docket No. N2006-1 

DESIGNATION OF WRllTEN CROSS-EXAMINATION 

Parh/ lnterroaatories 

American Postal Workers Union. AFL-CIO 

Margaret Yao (APWU-T-I) 

United States Postal Service USPSIAPWU-TI-1, 2a, 4-8, 9a-b, 10-11 

Institutional 

United States Postal Service USPS/APWU-TI -2b-c. 9c-d redirected to 

0 United States Postal Service 

Institutional 

Office of the Consumer Advocate 

0 

DBP/USPS-89,91-100 
DFC/USPS-12-14 
OCNUSPS-57-63 
OCNUSPS-TI-1 1 redirected to USPS 
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0 
United States Postal Service 

Institutional 

Postal Rate Commission 

0 

0 

lnterroqatories 

PRCIUSPS-POIR No.5 - Q07, POlR No.6 - Q I ,  

POR-37-Question 7 
POR-37-Questions 1-6 

POlR N0.7 - Q1 - 9, POlR No.8 - Q1-2 

Respectfully 
submitted, 

/f$ikz . L J a . & A  
Steven W. Williams 
Secret a ry 
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INTERROGATORY RESPONSES 
DESIGNATED AS WRITTEN CROSS-EXAMINATION 

Interroqatory 

American Postal Workers Union, AFL-CIO 

Margaret Yao (APWU-T-1) 

USPSIAPWU-T1-2a 
USPSIAPWU-T1-1 

USPSIAPWU-TI-4 
USPSIAPWU-T1-5 
USPSIAPWU-TI -6 
USPSIAPWU-T1-7 
USPSIAPWU-TI -8 
USPSIAPW U-TI -9a 
USPSIAPWU-TI -9b 
US PSIAPW U -T 1 - 1 0 
USPSIAPW U-TI - 1 1 
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USPSIAPWU-TI-2b redirected to APWU 
USPSIAPWU-TI-2c redirected to APWU 
USPSIAPWU-TI-9c redirected to APWU 
USPSIAPWU-TI-9d redirected to APWU 

United States Postal Service 

Institutional 

DBPIUSPS-89 
DBPIUSPS-91 
DBPIUSPS-92 
DBPIUSPS-93 
DBPIUSPS-94 
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DBPIUSPS-96 
DBPIUSPS-97 
DBPIUSPS-98 
DBPIUSPS-99 
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DFCIUSPS-12 
DFCIUSPS-13 
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PRCIUSPS-POIR No.6 - Q1 
PRCIUSPS-POIR N0.5 - Q07 
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PRCIUSPS-POIR N0.7 - Q3 
PRCIUSPS-POIR N0.7 - Q4 
PRCIUSPS-POIR N0.7 - Q5 
PRCIUSPS-POIR N0.7 - Q6 
PRCIUSPS-POIR N0.7 - Q7 
PRC/USPS-POIR N0.7 - Q8 
PRCIUSPS-POIR N0.7 - Q9 
PRC/USPS-POIR No.8 - Q1 
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POR-37-Questions 1-6 
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NZ006-1 

American Postal Workers Union, AFL-CIO 

Margaret Yao 
(APWU-T-I) 



2 

RESPONSES OF AMERICAN POSTAL WORKERS UNION, AFLGiO 
WITNESS MARGARET YAO TO INTERROGATORIES 

OF UNITED STATES WSTAL SERVICE 

USPWAPWU-T1-1 Please refer to your testimony at page 15, line 7. there, you 
summarize requests for information directed to the Postal Service at public 
meetings regarding specRc Area Mail Processing consolidatton proposals as 
follows: 

“Community members were not seeking state secrets: they were seeking 
data that could help them understand the Postal Service perspective.’ 

Please describe your experience on behalf of AmerlcaSpeaks as it 
relates to the public disclosure of data considered by the clients of 
AmericaSpeaks to be commercially-senskive, proprietary or confldentlal, 
such that public disclosure would harm the economic or other interests 
of those clients. In doing so, please describe any commercial or 
revenuegeneratlng enterprises In which your AmericaSpeaks clients 
engage. Please also describe the manner in wMch you or your clients 
may regard that they are in econornlc or commercial competition with 
other organizations. 

Do any of your non-profa clients share donor or mailing lists with other 
similar organizations. If so, please describe the nature of the information 
organirations all of your clients 

(a) 

(b) 

Response: 
(a) In my experience, AmericaSpeaks’ clients, who are mainly. but not 

exciusively, gwemment and not-for-profit otganizations, are concerned 

about how Information is disclosed and received. They do possess 
sensitive information that they may even regard as ”state secrets.‘ Although 

they are not engaged in profit-making commercial ventures, many feel they 

compete to attract and/or sustain funding, whether from private or public 

sources. Given these sensitivities, we have at times signed nondisclosure 
statements in order to assist our clients. Our diints work togetherwith LIS 

to determine the types of information necessary to inform the public about 

the issues at hand while still proteding information our clients regard as 

confidential. 

(b) I don’t know. 



RESPONSES OF AMERICAN POSTAL WORKERS UNION, AFL-CIO 
WITNESS MARGARET YAO TO INTERROGATORIES 

OF UNITED STATES POSTAL SERVICE 

usPwApwu.ll-2 

(a) Please refer to USPS Library Reference N2006-115. Assume that, as a 
part of the review of each AMP mail procesSing and transportation 
consolidation proposal, the Postal Service, analyzes and relies upon mail 
volurna and operations data that it regards to be commercially sensitive. 
Assume also that the Postal Service considers that the public disclosure of 
such data would result in private delivery firms such as Federal Express 
and United Parcel Service gaining an unfair advantage in competition 
for the provision of delivery services, to the economic detriment of the 
Postal Servioe and its employees. 

Please refer to the first paragraph of page 16 0fAPWU-T-1. Would 
you regard the Postal ServMe as 'arrogant" if, while seeking public 
input regarding a parHwlar AMP condidation pmposal, it 
determined that it was necessary to withhold some operational and 
volume data perfinant to that AMP prop0881 from public 
disclosure to protect the aforementioned economic interests? If so. 
please explain. 

What advice would you offer the Postal Service or what procedms 
would you recommend that it employ as It sought to strike a 
balance between providing the public with information regarding a 
particular AMP proposal and protecting the above-referenced 
economic interests? 

(b) With regard to USPS Library Reference N2006-1/5, is it the position of the 
American Postal Workers Union that no harm could result to the economic 
interests ofthe Postal Semce if data such as those dem'bed above in 
subpart (b) were routinely publicly disclosed? If so, please explain. 

With regard to USPS Library Reference N2006-115. is it the position of the 
American Postal Workers Union that no harm could result to the economic 
interests of the American Postal Workers Union if data such as those 
described above in subpart (b) were routinely publidy disdosed? If so. 
please explain. 

(c) 

RespOnSe: 

(aX1) No. "Arrogance, with the best of intentions, doesn't get you very far," Was a 

self-revelatory comment made by someone in another government agency 

whose group went through a rethinking of their attitudes toward publlc 

engagement. See my testimony on p. 18, lines 8-10. 



RESPONSES OF AMERICAN POSTAL WORKERS UNION, AFL-CIO 
WITNESS MARGARET YAO TO INTERROGATORIES 

OF UNITED STATES POSTAL SERVlCE 

First, it is not neceamrily the case that the information deemed most 
critical will give competitom an unfair advantage. In other words. a balance 

does not necessarily need to be struck. I note that while people were 
dissatisfied with the AMP Summary Sheet (when it was provided), few ofthe 

questions raised at the town hall meetings and in Congressional 

correspondence would be answered by providing copies of the pertinent 

AMP. In fact, the data deemed most useful to customers and wmmunity 

leaders may not exist and may need to be collected. For example, studies 

of baseline and resulting service deliverythrough test mailings could be 
conducted in cooperation with thlrbparty groups to the benefit of 

understanding service delivery impacts. 

Aim, a data dump on dtlzens at a public meeting will not be useful, 
whether or not the information is sensitive. In my testimony, starting on 

page 24, I outline how the creation of a small Cizen Advisory Panel (CAP) 

would help shape the bmader town meeting and narrow its bcus. I 
describe the potential make-up of the CAP on p. 25 and suggest on p. 25, 

lines 21-26. that the CAP m i d  sera to: 
inform decision-makers of specifc cornmunny interests and 

concerns, identifying the critical tnformation to be developed or 

shared 

Act as a sounding board to develop or react to feasibility of proposal 

and potential options.. .. 
To facilitate a free Row of cammunication, it may be necessary for the 

members ofthe CAPto sign nondisclosure agreements, which is not an 

unusual practice. The CAP would assist the Postal Service in idemfying 

which information will be helpful in informing discussion and dialogue at a 
town meeting so as to inform the discussion but not disclose commercially 

sensitive information. For example, performance information might be 

shared in terms of trends, rather than single data points. Sensitive 

informatlon could be shared in terms of percentages and percentage 

4 



RESPONSES OF AMERICAN POSTAL WORKERS UNION, AFLClO 
WITNESS MARGARET YAO TO INTERROGATORIES 

OF UNITED STATES POSTAL SERWCE 

changes, rather than specific raw totals. Assumptions may be described to 
the satisfaction of the CAP; neither the CAP nor the public wwld Ikely 

need to, or want to, know labor or volume category spedfks. 

(b) 

(c) 

Referred to APWU for lnstbtional responsa. 

Referred to W U  for institutional response. 



RESPONSES OF AMERICAN POSTAL WORKERS UNION, AFL-CIO 
WITNESS MARGARET YAO TO INTERROGATORIES 

OF UNITED STATES POSTAL SERVICE 

USPWAPWU-TI4 
(a) 

(b) 

Please provlde a cltetbn to "the promise of no degradation in overall 
senrice referenced at page 18, line 19 of AW-T- I .  

Does the document referenced at page 16, fn. 29 af APWU-T-1 promise 
no degradation in overall service in relation to any specific A m  Maall 
Processing consolidation? If so, please provide a citation In that 
document to such a promise. 

Response: 

(a) The promise of no degradation in overall service was made to the public in 
PowePoint slldes in USPS LR N20081/13. p. 18 of 21; 

USPS Response to Interrogatory APWUNSPS-T2-113 (July 24. 

2006), St. Petemburg summary (marked 1/55). p. 4 of 59; St 
Petersburg PowerPoint sllde 23, p. 17 of 58; Yakima summary 

(marked 18/55), p. 21 of 58; Yakima PowerPoint slide 11, p. 32 of 58; 
Jackson Summary (marked 33/55), p. 36 of 58: Jackson PowerPoit 

slide 12, p. 48/58. 

USPS Response to lntenogatory APWUNSPS-T2-114(b) (August 

11,2008) 

However, my point was that the promise of no degradation of service was 

made to the public while the AMP guidelines do not make such a promise. 

(b) The referenced document is USPS-LR-N2OD6-113, AMP Guidelines. 

Worksheet 7a. As the footnote indicates. the document makes no promise. 

7 
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RESPOMES OF AMERICAN POSTAL WORKERS UNION, AFL-CIO 
WNESS MARGARET YAO TO INTERROGATORIES 

OF UNITED STATES POSTAL SERVICE 

USPSIAPWU-TI-5 
Please refer to lines 13-16 of page 34 of APWT-1. Descrlbe the "polfflcal" 
interests that the Postal Selvice s h o d  consider and what weight they should be 
given as part of a determination of: 

(a) 

(b) 

whether to shff certain operations from one mail processing plant 
in an effort to improve efficiency and reduce excess capacity; 

whether a particular existing mail processing facility objectively 
deemed to be obsolete or to constitute excess capacity should be 
closed: 

whether to consolidate or eliminate transportation operations 
between mail processing plants in an effort to improve efficiency 
and reduce excess capacity. 

(c) 

Response: 
(a-c) Lines 13-15 of page 34 comprise a broad conduding remark, ending my 

testimony thus: 'A strategy where ail parties beneffi by expanding 

consideration of the variety of economic. political, and societal interests to 
be considered is more likely to build understanding and goadwlll toward the 

Postal Servlce and lead to better decisions." The variety of interests 

mentioned were intended to illustrate dHerent ways the public might 

express Its interests. lntsnugatones USPSIAWVU-TI -5.6, and 7 ask for a 
breakdown of the "political." "economic," and Wcietal" interests and the 

weight those interests should be given for specific scenarios. I did not 

intend a sharp distinction among the three, but I MI1 try to draw some 
distinctions relating to the five public meetings held between April and June, 

2006. 

The "political interests" have focused largely on process. Based on my 
analysis, the political interests are most readlly. but not exclusively, 

expressed in letters from Congressional representatives to the Postmaster 

General and GAO and are included in this case in APWU-LR-N2006-1/5. 

These letters did not really question the general need for realignment, 
nor the specifics of the scenarios laid out in (a) through (c) of this question, 

but rather focus on the realignment process and how decisions wouM be 

8 



RESPONSES OF AMERICAN POSTAL WORKERS UNION. AFL-CIO 
WiTNESS MARGARET YAO TO INTERROGATORIES 

OF UNiTED STATES POSTAL SERViCE 

made. For example, the June 19.2008, letter from Rep. C.W. Bill Young 

acknowledges the pressure the Postal Service Is under from increasing 

competition from other delivery service8 and the need to rein in costs. But, 
he points out, a facility "merger" is a major and probably irreversible 

decision. If the community is to understand the proposal, It requires 

information beyond anything shared at the June 14 public meeting. 

Representative Young seek information about how past "mergers" have 

gone -what dd the Postal Service reallze in benefits and impacts on 

service? He also wishes to understand and study the assumptions 

underlying the cost-benefe analysis and Impacts on service in his area, and 

the alternatives that were considered, among other points. 

transportation operations, the letters indicate that the elected officials are 

concerned that the cost-beneflt analysis include ail relevant factors - and 

they are uncertain that the Postal Service has or will consider factors they 

believe are relevant. My recommended pubtic engagement process will 

help the Postal Service determine the bearing these factors should have on 
Its realignment process. It indudes an invitation to elected offlcials to 

oversee, consult, or participate in a small Cltlzen Advisory Panel (CAP) and 

the town meeting. This process will help build understanding and goodwill, 

as well as improve the decision process. 

Thus, regarding speclRc input to shifting or cioshg facilities and 

9 



RESPONSES OF AMERICAN POSTAL WORKERS UNION, AFL-CIO 
WITNESS MARGARET YAO TO INIERROGATORIES 

OF UNITED STATES POSTAL SERVICE 

USPSIAPWU-TI4 
Please refer to lines 13-1 6 of page 34 of APWU-T-1. Describe the "societal" 
interests that the Postal Service should consider and what weight they should be 
given as part of a determination of: 

(a) 

(b) 

whether to shift certaln operations from one mail processing plant 
in an effort to improve efficiency and reduce excess capaclty; 

whether a particular existing mail processing iaci l i i  objectively 
deemed to be obsolete or to constitute BXCBSS capaclty should be 
closed; 

whether to consolidate or eliminate transportation operations 
between mail processing plants in an effort to improve efficiency 
and reduce excess capaclty. 

(c) 

R . onse: 

(as) Lines 13-1 5 of page 34 comprise a broad conduding remark, ending my 

testimony thus: "A strategy where all parties benetit by expanding 

consideration of the variety of economic. political, and societal interests to 

be considered is more likely to build understanding and goodwill toward the 

Postal Service and lead to better decisions.' The variety of interests 

mentioned were intended to illustrate different ways the public might 

express its interests. Interrogatories USPS/APWU-TI -5.8, and 7 ask for a 

breakdown of the "political," "economic," and "societal" interests and the 

weight those interests should be given for specific scenarios. I did not 

Intend a sharp distincth among the'mme, but I will try to draw some 
distinctlons relating to the five public meetings held between April and June, 

In mentioning *societal" interests, which also are likely to be political and 

2006. 

economic, i was thinking of the emphasis some community leaders placed 

on the impact of slower senrice on certain segments of our society. For 

example, one community leader in Sioux City expressed considerable 

concern for -the poorest people, who have no other way to pay their bills 

[other than through mail service]." He was concerned that service impacls 

IO 

1241 
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RESPONSES OF AMERICAN POSTAL WORKERS UNION, AFL-CIO 
WITNESS MARGARET YAO TO INTERROGATORIES 

OF UNITED STATES POSTAL SERVICE 

muM slow down mall delivery, compelling those who can least afford them 
to end up paying bte fees, interest charges, and the Ilke. He suggested that 

a “community-wide educattan process should be mandated” to change 

expectations and bhavior if slower service wem to become the case. 
Thus, regarding specific input to shiing or closing facilities and 

transportation operations, comments llke these indlcate concern that 

impacts on universal senrice delivery for certain segments of society should 

be part of the cost-benefit analysls, IM matter which scenario. My 

recommended public engagement process will help the Postal Service 

determine the bearing these factors should have on Its reallgnment 

proposals. It includes community leaders on a small Citizen Advisory Panel 

(CAP) and outreach to potentially unrepresented groups h the town 

meeting. This pmcess wlll help bulk! understanding and goodwill, as well a$ 
improve the dedsion process. 
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RESPONSES OF AMERICAN POSTAL WORKERS UNION. AFLCIO 
WITNESS MARGARET YAO TO INTERROGATORIES 

OF UNITED STATES POSTAL SERVICE 

USPSlAP WU-TI-? 

Please refer to llnes 13-16 of page 34 of APWU-T-1. Describe the "economic" 
Interests that the Postal Service should consider and what weight they should be 
given as part of a determination of: 

(a) 

(b) 

whether to shift certain operatlons from one mail processing plant 
in an effort to improve efficiency and reduce excess capacity; 

whether a patticular existing mail processing facillty ok&dvely 
deemed to be obsolete or to mnstitute excess capacity should ba 
closed; 

whether to consolidate or eliminate transportation opetatlons 
between mail processing plants in an effort to Improve efficiency 
and reduce excess capacity. 

(c) 

Response: 
(a-c) L i n e s  23-15 of page 34 comprise a broad concluding remark. ending my 

testlmony thus: "A strategy where all parties beneffi by expanding 

consideration of the variety of ewnomic, polNkal, and societal interests to 

be considered is more likely to build Understanding and goodwill toward the 
Postal Service and lead to better decisions." The variety of interests 

mentioned were intended to illustrate different ways the public might 

express its interests. Questions USPS/APWU-Tl - 5,6. and 7 ask for a 

breakdown of the "polltlcal,' *economic," and "sodetal" interests and the 
welght those interests should be ghten for specific scenarios. I did not 

intend a sharp distinction among the three, but I will try to dfaw some 
distinctions relating to the five public meetings held between April and June, 

2008. 
"Economic interests," which may also be political and include Sodetal 

interests, references both the impact of the AMP proposals on users of the 

mail as well as the Postal Service's own economics that motivate the 
process. The impact on users includes the effects on large mailers, small 
businesses. and residentlal users. Business and civic leaders also have 

expressed concern for broader impact on a community's economic well- 

being. 

12 



RESPONSES OF AMERICAN POSTAL WORKERS UNION, AFL-CIO 
WITNESS MARGARET YAO TO INTERROGATORIES 

OF UNITED STATES POSTAL SERVICE 

Thus, regarding specific input to shifting or closing facilities and 

transportation operations, comments indicate that economic impact, not just 
operating impact, should be part of the cost-benefit analysis, rw merttsr 
which scenario. My recommended public engagement process will help the 

Postal Service determine the bearing these famrs should have on its 

realignment proposals. It Includes representation of mailers and community 

leaders on a s m l l  Citizen Advisory Panel (CAP) and broader outreach for 
participation in the town meeting. This process will help buM understanding 

and goodwill, as well as improve the decislon process. 

1 2 4 4  



RESPONSES OF AMERICAN POSTAL WORKERS UNION, AFL-CIO 
WITNESS MARGARET YAO TO INTERROGATORIES 

OF UNITED STATES POSTAL SERVICE 

USPS/APWJ-Tl-(I 
(a) Please refer to line 3 of page 34 of APWU-1-1 where you mentlon Yacility 

dosings'. The footnote appended to that sentence refers to an Army 
weapons destruction pmject. Dd that partiwlar pmject Involve a piuposal 
to permanently or temporarily close a military facility? If so, please 
pmvide details and either coples of publicly available documents or 
Internet cltations to any pubtidy available documents describhg that 
aspect of the proposal. 

Please provide examples of the involvement of AmeticaSpeaks in the 
organization of public town hall style meetings on beheY of other 
government agencies related to the dosure or consolidation of 
government facilities. 

(b) 

Rasponsee: 
(a) The Army weapons destructin project dkl not involve any facility 

closures to my knowledge. The point was not about closures but about how 

publlc engagement becomes even more important when dealing with 

controversial subjects. These subjects might include environmental impact 

studles. sdentiflc research, health care policy, or facility closings. 

The footnote then provided two examples of controversial subjects where 
community involvement was sought. One of those was the Army's project 

to destroy 30 tons of weapons, where a Citizens Advisory Technical Team 

became hlghiy knowledgeable about the complex issues involved. In this 

situation, the controversial nature of the issuas required dtizens to deal with 

technical issues and sign nondisclosure agreements. Their eventual 

independent support of the Amy's analysis lent credibility to the Army's 

process. 

AmericaSpeaks, to my knowledge, has not facilitated town meetings related 

to the closure or consolidation of government facilities. 
(b) 



RESPONSES OF AMEFUCAN POSTAL WORKERS UNION, AFL-CIO 
WITNESS MARGARET YAO TO INTERROGATORIES 

OF UNITED STATES POSTAL SERVICE 

USPSIAPWU-Tl-0 
Please refer to line 5 of page 18 of APWU-T-1, 

Define what you mean by 'Community Identity, related to postmarks". 

Please provide the street, city. state and 5digit ZIP Code addresses 
for AmericaSpeaks and the American Postal Workers Union. 

Please provide a Xerox copy of: 
(1) 

(2) 

For each address identifled In response to subpart (b), please identify 
the pstal facility by street address and/or 5digit ZIP Code at which 
the organization's outgoing stamped mail is routinely tendered for 
acceptance. If the stamped mail is not taken to a postal facility for 
accaptance, please des& the method by which it Is tendered to 
the Postal Sewice or entered into the mail stream. 

an unused copy of a sheet of letteitmad statlonery typically 
used for external correspondence at each address provided in 
response to subpart (b); 
an unused copy of the front of a mailing envelope bearing the 
name, logo, and/or address of each organization. 

Response: 
(a) Page I 8  of my testimony references concerns expressed by citizens about 

a variety of economic impacts on their communities. They mentioned 

timeliness of delivery of dh'ferent types of mall and impacts on different 

types of customers, employment, and "community identity, related to 

postmarks." Some community members have expressed concern that 

losing the community's identifying postmark Is a threat to maintaining 

community identlty. 

(b) AMERICASPEAKS 
1050 17th ST NW STE 701 
WASHINGTON DC 20036-5515 

AMERICAN POSTAL WORKERS UNION, AFL-CIO 
1300 L ST NW 
WASHINGTON DC 200054128 



RESPONSES OF AMERICAN POSTAL WORKERS UNION, AFL-CIO 
WITNESS MARGARET YAG TO INTERROGATORIES 

OF UNITED STATES POSTAL SERVICE 

(c) The requested lettemead and envelope for AtnericaSpeaks Is attached. 

Each has been voided to pmvent possible misuse. The request for APWU 

letterhead and envelope is referred to APWU. 

I am not familiir with the handling of AmericsSpeaks’ outgoing mall. As to 
APWU outgoing mail. the question is referred to the APWU. 

(d) 

16 
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RESPONSES OF AklERlCAN POSTAL WORKERS UNION, AFL-CIO 
WITNESS MARGARET YAO TO INTERROGATORiES 

OF UNITED STATES POSTAL SERVICE 

USPSlAPWU-T1-10 
Please refer to line 23 of page 8 of your testimony, where you propose the 
establishment of 'demographically balanced gmups of citizens reflective of the 
impacted community." What demographic factors or characteristlcs should the 
Postal Service consider in selecting the members of sudr groups? 

Response: 

engagement, including "diversity - involve a demographlcally balanced p u p  of 
citizens reflective of the impacted communHy: As a general rule, this means that 
for the areas of concern being addressed by a town hall meeting, outreach efforts 

are made to ensure perspectives of dlfferent impacted groups are reppresented in 

proportion to the demographics in that locale. For example, in Washington, DC- 
wide citizen summits, special outreach efforts are made to reach typically 

underrepresented groups in these forums, such as puth, certain ethnic groups, or 
residents of a particular sector of the city. 

For the Postal Service, the factors or characteristics should be reflective of 

the geography ofthe area under consideratlon and the different types of users of 

the postal system that are likely to be affected. The key is to understand the 
range of concerns of different types of users. e.g., the elderly are more likely to rely 

on First-class mail to receive prescription medications than young adults in an 
area. Characteristics may include rural, suburban, and urban residents; income; 
age; businesses by type, size, location; employees; nowemployees; and 80 on. 

Page 8 of my testimony references 10 guiding principles for effectlve public 
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RESPONSES OF AMERICAN POSTAL WORKERS UNION, AFL-CIO 
WITNESS MARGARm YAO TO INTERROGATORIES 

OF UNITED STATES POSTAL SERVICE 

USPS/APWU-Tl-I 1 
Please refer to page 29, fn. 52 of APWU-T-1. 

(a) Would you consider the objectives of the Postal Service's Evolutionary 
Network Development initiative to be more consistent with those of (1) the 
Pentagon's milltary Base Realignment and Closure (BRAC) process or (2) 
the determination of how to redevelop the World Trade Center site and 
establish an appropriate memorial for the victims of 9/1 I. Please explain 
your response. 

Please describe your understanding ofthe publldcltlzen input meetings 
that are employed as part of the Base Realignment and Closure process. 

I first wilkstate my understanding of the objedives of the different examples 

you have cited and then state my opinion about their similarities and 

differences. 

(b) 

Res-: 
(a) 

As I understand them, the objectives of END, which inwlve the use of 
computer simulations combined with AMP guidelines, are for the USPS to 
identify operations and network changes that could create a more flexible 

distribution and transpohtbn network, reduce transportation Costs, raduce 
redundancy, and reduce postal costs. A public comment process was 

added to END later. 

As I understand it, the objective of the BRAC process is to provide for an 

independent commission to gather facts, including public comment, in order 

to make its own recommendations on the Defense OepartmenYs proposed 

base realignment and closure candidates. 

Regarding determlnation of how to redevelop the WTC site and the 911 1 

memorial, I referenced in my testimony the 'Listening to the City" (LTC) 

public input process in 2002, where public input on building concepts and 

memorial priorities was sought early in a process before recornmendatlons 

were deveioped. 
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OF UNITED STATES POSTAL SERVICE 

In analyzing similarities and differences among these examples, it 

appears that END and BRAC both involve public comment late in a process, 

whereas the WTCLTC process entailed early consideration. But, END and 

WTC-LTC provide for public input directly to the originators of the 
recommendations, whereas BRAC entails consldemtiin of public input by a 

select group of citizens. acting independently. 

So. It wwld appear to me that the objectlve of the BRAC process is to 
make prominent a third-parly analysis and revlew of realignments and 

closures. ft is hard to compare these three examples. Given the BRAC 
approach's third-party involvement, however, I would say that WTC-LTC 

and END are more similar than BRAC and END in their objectives in that 

WTC-LTC dd not entail third-party analysis but did entail public input 

directly to decisionmakers as END does. 

(b) I have no specific knowledge or expertise in the BRAC process, other than 
my awareness of the process from living in Washington, DC, and reading 0 the local newspaper. 

19 
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INSTITUTIONAL RESPONSES OF AMERICAN POSTAL WORKERS 

UNITED STATES POSTAL SERVICE 
UNION, AFL-CIO, TO INTERROGATORIES OF 

USPSIAPWU-TI-2 
Please refer to USPS Library Reference N2006-1/5. Assume that, as a 
part of the review of each AMP mail processing and transportation 
consolidation proposal, the Postal Service, analyzes and relies upon mail 
volume and operations data that it regards to be commercially sensitive. 
Assume also that the Postal Service considers that the public disclosure of 
such data would result in private delivery firms such as Federal Express 
and United Parcel Service gaining an unfair advantage in competition 
for the provision of delivery services, to the economic detriment of the 
Postal Service and its employees. 

(1) Please refer to the first paragraph of page 16 of APWU-T-1. Would 
you regard the Postal Service as "arrogant" if, while seeking public 
input regarding a particular AMP consolidation proposal, it 
determined that it was necessary to withhold some operational and 
volume data pertinent to that AMP proposal from public 
disclosure to protect the aforementioned economic interests? If so, 
please explain. 

What advice would you offer the Postal Service or what procedures 
would you recommend that it employ as it sought to strike a 
balance between providing the public with information regarding a 
particular AMP proposal and protecting the above-referenced 
economic interests? 

With regard to USPS Library Reference N2006-1/5, is it the position of the 
American Postal Workers Union that no harm could result to the economic 
interests of the Postal Service if data such as those described above in 
subpart (b) were routinely publicly disclosed? If so, please explain. 

With regard to USPS Library Reference N2006-1/5, is it the position of the 
American Postal Workers Union that no harm could result to the economic 
interests of the American Postal Workers Union if data such as those 
described above in subpart (b) were routinely publicly disclosed? If SO, 
please explain. 

(2) 

Response: 

(a) Retained by Witness Yao. 

L 
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INSTITUTIONAL RESPONSES OF AMERICAN POSTAL WORKERS 

UNITED STATES POSTAL SERVICE 
UNION, AFL-CIO. TO INTERROGATORIES OF 

(b-c) No', but it is not the APWU position that data of this sort must be routinely 

disclosed to the public. The Postal Service's public input process must be 

meaningful and therefore, accurate relevant sufficient information specific to 

pertinent issues raised by affected communities must be provided. 

Relevant information likely will not be commercially sensitive, but where 

sensitive information is relevant, it may be disclosed in a manner that would 

not result in harm to the economic interests of the Postal Service or the 

APWU. See, for example APWU Witness Yao Response to Interrogatory 

USPS/APWU-TI-2(a) (September 29,2006). 

' APWU is highly skeptical about any potential harm. See Motions of American Postal 
Workers Union, AFL-CIO to Compel USPS to Answer Interrogatories APWUIUSPS-TI-9 
and APWUIUSPS-T2-1(a,f,g,h), 3(b), 6(k), and 8 (February 28, 2006), where APWU 
argues that despite USPS' assertions, it has not shown any basis for withholding such 
information. Nonetheless, APWU has respected USPS wishes for nondisclosure. 

3 
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INSTITUTIONAL RESPONSES OF AMERICAN POSTAL WORKERS 

UNITED STATES POSTAL SERVICE 
UNION, AFL-CIO, TO INTERROGATORIES OF 

USPS/APWU-TI -9 
Please refer to line 5 of page 18 of APWU-T-1 

(a) 

(b) 

(c) 

Define what you mean by “Community identity, related to postmarks”. 

Please provide the street, city, state and 5-digit ZIP Code addresses for 
AmericaSpeaks and the American Postal Workers Union. 

Please provide a Xerox copy of: 
(1) an unused copy of a sheet of letterhead stationery typically used for 

external correspondence at each address provided in response to 
subpart (b); 
an unused copy of the front of a mailing envelope bearing the 
name, logo, and/or address of each organization. 

(2)  

(d) For each address identified in response to subpart (b), please identify the 
postal facility by street address and/or 5-digit ZIP Code at which the 
organization’s outgoing stamped mail is routinely tendered for 
acceptance. If the stamped mail is not taken to a postal facility for 
acceptance, please describe the method by which it is tendered to the 
Postal Service or entered into the mail stream. 

Response: 

(a) Retained by Witness Yao. 

(b) Retained by Witness Yao. 

(c) Response pertaining to AmericaSpeaks provided by Witness Yao. 

Regarding the APWU, see attached letterhead and envelope. Each has 

been voided to prevent misuse. 

(d) The Postal Service makes a daily pick-up of mail, but on a regular basis 
APWU also takes mail to the postal facility at 

1400 L ST NW LBBY 
WASHINGTON DC 20005-9997 

4 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORY OF DAlD POPKIN 

DBPIUSPS-89 Please refer to the USPS Library Reference N2006-1/14 filed on 
July 3, 2006. Please advise when each of the components of this consolidation 
was or is expected to be completed. 

RESPONSE 

It is expected that the movement of mail, personnel and equipment will be 

completed in February 2007. 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORY OF DAlD POPKIN 

DBP/USPS-91 Please refer to the USPS Library Reference N2006-1/14 filed on 
July 3, 2006. Please advise the status of the potential move of the Northern New 
Jersey District offices to the Newark Post Office building. 

RESPONSE 

It is something that cannot occur until after the implementation of the AMP 

consolidation is completed in February 2007 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE TO 
INTERROGATORY OF DAVID POPKIN 

DBPIUSPS-92 Please refer to the response to Interrogatory DBPIUSPS-60. 
[a] Please advise why the response to this Interrogatory was filed 13 weeks and 
6 days later than required by the Commission's Rules of Practice. 
[b] Please confirm, or explain if you are unable to confirm, that had the response 
to this Interrogatory been timely made, there would have been no restriction on 
the type of Interrogatories that could have been filed. 
[c] Please confirm, or explain if you are unable to confirm. that since the 
response to the Interrogatory was delayed and not made until after the close of 
discovery, the only type of Interrogatories that can be made are ones that meet 
the strict requirements for a follow-up Interrogatory. 

RESPONSE 

(a) The native format file provided in response to the interrogatory to which 

DBPIUSPS-60 followed up was misplaced. Efforts to relocate it, in order 

to respond to DBPIUSPS-60, were constantly interrupted by other equally 

important and pressing responsibilities, including the numerous other 

interrogatories filed in this docket. 

(b)-(c) These interrogatories call for interpretations of the Commission's Rules of 

Practice and Procedure and do not request information relevant to the 

substantive issues in this docket. 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE TO 
INTERROGATORY OF DAVID POPKIN 

DBPIUSPS-93 Please refer to the response to Interrogatory DBPIUSPS-60 
subpart a. Please advise if the data file that was provided in the listing of the 
some 1900+ facilities has any of the items that were requested by me redacted. If 
so, please provide the specific data that I had originally requested with respect to 
the 1900+ facilities as opposed to referring me to the response to the APWU 
Interrogatory. 

RESPONSE 

It does not. 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE TO 
INTERROGATORY OF DAVID POPKIN 

DBPIUSPS-94 Please refer to the response to Interrogatory DBPIUSPS-60 
subparts b and d. 
[a] Please discuss and explain exactly what the list represents and the types of 
facilities that are on the list. 
[b] Please define the term “end of run”. 
[c] Does this listing represent a snapshot of what facilities were in operation on 
March 21, 2006, or does it also include facilities that terminated activity prior to 
that date? 
[d] Please provide a listing of those facilities that were active on March 21, 2006, 
or at any other date after March 21,2006. 
[e] Please explain and discuss what the term ”if it was ever mapped into the end 
of run system.” means in the response to subpart d. 
[fl Please confirm, or explain if you are unable to confirm, that Englewood NJ 
07631 should not be listed on a current listing of facilities. 

RESPONSE 

It is a list of facilities thought to contain one or more pieces of automated 

mail sortation equipment. 

“End of run” is a reference to the completion of a particular use of a piece 

of automated mail sorting equipment to perform a particular sort 

scheme or operation. 

There is always the possibility that the list is imperfect, but all of the 

facilities listed are presumed to have been active on March 21, 2006. 

You have been provided with the former. 

A facility is mapped into the EOR system when it has a piece of 

automated mail processing equipment that produces EOR reports. 

If a facility is currently operating or presumed to be, it stands to reason 

that it should be listed on a current listing of facilities. 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE TO 
INTERROGATORY OF DAVID POPKIN 

DBPIUSPS-95 Please refer to the response to Interrogatory DBPIUSPS-91. 
Your response is not clear as to whether the potential move of the Northern New 
Jersey District offices to the Newark Post Office Building is still under active 
consideration once the AMP consolidation is completed in February 2007. 

RESPONSE 

Nothing in that response should be interpreted as an indication of a change in the 

status of the potential move identified in USPS Library Reference N2006-1/14. 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORY OF DAVID POPKIN 

DBPIUSPS-96 Please refer to the response to Interrogatory DBPIUSPS-93. 
Please provide the specific data that was originally requested and provided in 
response to Interrogatory DBP/USPS-14 for the listing of the 1900+ facilities that 
was provided to correct that listing. The following is the data that was originally 
requested: 

DBPIUSPS-14 
Please provide a listing of all mail processing facilities including the 
following information as a minimum: [l] Type of facility [2] Name of the 
facility [3] City and state in which it is located [4] ZIP Code range of the 
mail that is processed at the facility. 

The only data that was provided on the listing of 1900+ facilities was the site and 
the ZIP Code. The type of facility, City and State in which the facility is located, 
and the ZIP Code range of the mail that is processed at that facility were not 
provided. 

RESPONSE 

You have been provided with a name or designation for each of the mail 

processing facilities. The Postal Service does not have a centralized list of the 

ZIP Code ranges attached to each facility. For city and state designations, see 

the attached. 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORY OF DAVID POPKIN 

DBPIUSPS-97 Please refer to your response to Interrogatory DBPIUSPS-94 
subpart a. 

Please explain why the type of facilities listing was changed from a listing 
of "mail processing facilities" to a listing of all facilities "thought to contain 
one or more pieces of automated mail sortation equipment." 
Will those two definitions produce the same listing of facilities? 
If not, provide the differences between the types of facilities that would 
appear on a listing for each definition. 
If the definition, "thought to contain one or more pieces of automated mail 
sortation equipment." is not a proper definition for "mail processing 
facilities", please provide the full listing of all mail processing facilities 
together with the data shown in Interrogatory DBP/USPS-14. 

RESPONSE 

(a) 

(b) 

The Postal Service does not consider any "change" to have occurred. 

Yes, if one considers facilities thought to contain automated mail 

processing equipment to be mail processing facilities. 

(c) N/A 

(d) N/A 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORY OF DAVID POPKIN 

DBPIUSPS-98 Please refer to your response to Interrogatory DBPIUSPS-94 
subpart a. Please provide a listing and an explanation of the function of all pieces 
of automated mail sortation equipment that are in use. 

RESPONSE 

The function of all pieces of automated sortation equipment is to sort mail in an 

automated fashion subject to designated sortation schemes. Please review 

USPS Library Reference N2006-1/1, which includes the names of such 

equipment. 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORY OF DAVID POPKIN 

DBPIUSPS-99 Please refer to your response to Interrogatory DBPIUSPS-94 
subpart f. Please advise the specific piece or pieces of automated mail sortation 
equipment that are in use at the Englewood NJ 07631 facility. 

RESPONSE 

None is presently in use. 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORY OF DAVID POPKIN 

DBPIUSPS-100 Please refer to the response to Interrogatory DBPIUSPS-99. 
Since you have indicated that the Englewood, New Jersey 07631 facility does not 
have any automated mail sortation equipment in use, please explain why it, and 
all other similarly situated facilities, appears on the list of facilities provided in 
response to Interrogatory DBPIUSPS-96 and other previously provided lists. If 
necessary, please provide a revised listing of facilities that is responsive to my 
request. 

RESPONSE 

As explained at least several times now, the list reflects facilities thought to have 

automated equipment. Accordingly, it is not necessary to revise the list. 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORY OF DOUGLAS CARLSON 

DFCIUSPS-12. Please refer to the response to APWU/USPS-T2-113. Please 
identify the extent to which changes in collection times may occur as a result of 
the consolidation of outgoing mail-processing operations from St. Petersburg to 
Tampa. 

RESPONSE 

Were any such changes planned, they would have been noted at 

httD://www.usrJs.corn/all/saintDetersburatarnDa.htm . 
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RESPONSE OF THE UNlTlED STATES POSTAL SERVICE 
TO INTERROGATORY OF DOUGLAS CARLSON 

DFCIUSPS-13. Please refer to the July 24, 2006, response of witness Williams 
that provides changes in collection times after consolidations in Greenburg, 
Pennsylvania, and Olympia, Washington. 
a. 
b. 

Please identify the source of the data. 
Please identify whether the data were retrieved from backup tapes, a data 
warehouse, an operational data store, the production database, or 
somewhere else. 
Please identify the process by which these data were obtained, including 
the testing that was performed to validate the data. 
Please confirm that the list provides the collection times for each 
collection box as of the first date of each month from May 1,2005, to July 
1. 2006, even if the collection times did not change during this period. 

c. 

d. 

RESPONSE 

a. The USPS Collection Point Management System (CPMS) which is hosted 

by the USPS Eagan MN Host Computing Service Center. 

CPMS consist of a production database and web user interface that allows 

the collection points and scheduled times to be updated. 

USPS Information Technology staff responsible for developing and 

maintaining the CPMS application have developed a process for 

extracting the ZIP Code, box number, and date for which the "snapshot" 

was taken. The Last Monday thru Friday and Last Saturday Collection 

Times were extracted for each box. The extract processes and data were 

reviewed and tested by Information Technology. 

b. 

c. 

d. Confirmed. 
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RESPONSE OF THE UNlTlED STATES POSTAL SERVICE 
TO INTERROGATORY OF DOUGLAS CARLSON 

DFCIUSPS-14 Please provide the current status of each AMP consolidation 
opportunity that witness Williams provided on July 25, 2006. In your response to 
a question from the OCA during cross-examination. Your response should 
specifically identify consolidation opportunities on the list that are no longer under 
consideration. 

RESPONSE 

As indicated previously, the Postal Service plans to examine all mail processing 

plants in the network for consolidation opportunities at some point in the multi- 

year process. Accordingly, every such facility is under consideration as a 

potential AMP candidate. The list of 139 potential opportunities identified last 

fall provided a pool from which the first wave of 41 AMP consolidation 

opportunities to be studied as a part of the END initiative were selected. Those 

41 are identified in the list of 41 attached to USPS-T-2. The opportunity list will 

continue to serve as a resource, as the Postal Service identifies and schedules 

additional AMP study opportunities moving forward. It, no doubt, will be 

supplanted by a new opportunity list at some yet-to-be-determined point in the 

future. 

With the exception of nos. 27 and 45, one should regard the opportunities from 

the list of 139 that did not make the USPS-T-2 list of 41 to still be under 

consideration. And, as reflected in USPS Library Reference N2006-1/21, the 

following AMP proposals from the USPS-T-2 list of 41 are not presently under 

consideration: nos. 11, 13, 14, 15, 16 and 31. This does not mean that these 
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RESPONSE OF THE UNlTlED STATES POSTAL SERVICE 
TO INTERROGATORY OF DOUGLAS CARLSON 

RESPONSE to DFCIUSPS-14 (continued): 

facilities are exempt or immune from all future AMP examination; it only means 

that the Postal Service has elected not to pursue the particular consolidation 

opportunities initially identified for those facilities at this time. 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERRGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCNUSPS-57. 
Regional Distribution Center Communications Plan” filed July 28,2006. 
a. 

Please refer to the USPS Library Reference N2006-1/23, “Draft 5.0 

The document is labeled a draft. Please explain the status of this 
Communication Plan within the USPS approval process and whether it is subject 
to revision before a final Communication Plan is completed. If so, what types of 
revisions and additions or deletions are anticipated? 
Please provide a copy of the final ”Regional Distribution Center Communications 
Plan” when it is approved. 
The Communications Plan states a decision to activate a Regional Distribution 
[RDC] “does not involve operational consolidations subject to the Handbook PO- 
408 process, but may involve changes in mail class service standards applicable 
to 3-digit ZIP Code areas served by mail processing facilities within the planned 
service area of an RDC.” (Plan at 7.) What guidelines and directives other than 
those contained in the “Regional Distribution Center Activation Planning 
Document“ will guide the activation of a Regional Distribution Center? If there 
are any other documents, please provide those documents. 
Please explain the apparent flow diagram on page 8 which is not labeled. 

b. 

c. 

d. 

RESPONSE 

a. 

b. 

C. 

d. 

The document is being circulated through appropriate functional areas for review 

to determine whether additional content is necessary. 

Should there be any material changes in the status or content of the document, 

an updated version will be published and filed. 

Should additional relevant guidelines and directives be developed, copies will be 

published and filed. 

PDF conversion can be unkind at times. The diagram depicts a plan under which: 

A headquarters cross-functional group will identify the facilities ready for 

activation. An area coordinator will oversees activation of a specific facility, 

including interface with District FAST coordinator, who will ensure drop 

shipments can be accepted at the new RDC. The Area FAST coordinator will 

enter redirections into the Drop Entry Point System (DEPS) and notify the HQ 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERRGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

RESPONSE to OCAIUSPS-57 (continued) 

FAST project manager, who will alert mailers with a "What's New" message in 

FAST. The mailer can pull the updated Drop Ship Product from FAST weekly. 

The area Manager Distribution Networks will submit labeling list changes to HQ. 

Revisions to DMM L601 will be published 6 times a year in the Postal Bulletin. 

HQ Mgr. Network Alignment Implementation will provide updates during weekly 

meetings to a cross-functional team focused on communication. Team members 

take appropriate action, such as releasing information through DMM Advisory, 

RIBBS, or Mailers Companion. The Business Service Network will proactively 

communicate with premier and national accounts. Package Services will 

communicate package mail service providers. A native format copy of the 

diagram is attached. 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERRGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCNUSPS-58. Please refer to USPS Library Reference N2006-1/24, "Draft Regional 
Distribution Center Activation Planning Document" filed July 28, 2006. 
a. 

b. 

C. 

d. 

e. 

f. 

9. 

The document is labeled a draft. Please explain thestatus of this Planning 
Document within the USPS approval process and whether it is subject to revision 
before a final Planning Document is completed. If so, what types of revisions 
and additions or deletions are anticipated? 
Please provide a copy of the final "Regional Distribution Center Activation 
Planning Document" when it is approved. 
The Planning Document does not provide for the preparation of any financial 
information. Please explain how the efficiencies of the RDC activations will be 
measured in terms of the savings in mail processing equipment, facilities, and 
transportation costs without estimates of financial savings? 
The Planning Document only provides for a calculation of the changes in 
employee positions without provision for converting that to financial savings. Will 
the financial savings due to changes in labor costs be considered when deciding 
whether to activate RDCs? Please explain. 
If capital expenditures are required to activate an RDC to expand facilities or 
build new facilities, will a Decision Analysis Report ("DAW) be prepared for each 
RDC? If so, what is the benchmark return used for recommending approval of 
the capital expenditures? Please provide a Decision Analysis Report for one of 
the RDCs if any such reports have been completed. 
Because the Communications Plan in USPS Library Reference N2006-1/23 
states the RDC activation will not be subject to the Handbook PO-408 which 
contains the directions for a post-implementation review process, what process 
and specific procedures will be used by USPS management to review the 
effectiveness of the RDC activations? 
Is it anticipated that the RDC activations will lead to annual savings similar to the 
savings estimated for many of the recently completed AMP consolidations listed 
in USPS-Library Reference N2006-1/5 which were mostly in approximately the 
million dollar range? If not, what amounts of annual savings are anticipated? 
Please explain. 

RESPONSE 

a. The document is being circulated through appropriate functional areas for review 

to determine whether additional content is necessary. 

Should there be any material changes in the status or content of the document, 

an updated version will be published and filed. 

b. 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERRGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

RESPONSE to OCAIUSPS-58 (continued) 

C. 

d. 

e. 

f. 

The document was designed to support the planning required to activate an 

RDC. It is not used to determine approval to activate an RDC. The costslsavings 

associated with the actual activation of an RDC will be managed within the 

normal budget process and through the normal capital expenditure DAR process. 

The savings associated with activation of an RDC are network-wide. The bulk of 

the savings associated with the network realignment are not expected to be 

realized until the entire network is activated. 

As necessary, existing procedures for requesting capital funds will be followed. 

The same processes and procedures that are used today to review the impacts 

of network decisions are those that will be utilized to review the effectiveness of 

the RDC activations. 

See the response to POlR 4, Question 6c (July 28,2006). 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERRGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCNUSPS-59. 
“Management Instruction, National Environmental Policy Act Operational Guidance” 
filed July 25, 2006 in response to an OCA question posed to witness Williams at Tr. 
6/608. That document provides for the initial preparation of an environmental checklist 
to identify environmental issues to determine whether an environmental assessment or 
an environmental impact statement is required. (Instruction at 2.) It provides 
“Environmental Management Policy” at headquarters has been assigned the 
responsibility to ensure “that the public is offered adequate opportunities to participate in 
Postal Service decision making.” (Instruction at 3) Yet, “No public participation or 
public review process is required after the completion of an environmental checklist.” 
(Instruction at 2.) 
a. 

Please refer to the USPS Management Instruction AS-550-96-4. 

What procedures have been followed with respect to END program 
consolidations to provide for public input to express concerns about the 
environmental impact of USPS actions prior to the completion of the 
environmental checklist or afterward? 
If the procedures will be modified in the future for END program consolidations, 
what will be those procedures for public participation to express concerns about 
the environmental impact of USPS actions in the future? Please explain. 

b. 

RESPONSE 

The Postal Service does not consider the application of or compliance with the 

environmental laws of the United States to be policies of the Postal 

Reorganization Act within the meaning of 39 U.S.C. § 3661. Accordingly, the 

Postal Service does not consider this inquiry to be relevant to matters within the 

scope of the Commission’s 5 3661 jurisdiction. Without waiving its right to object 

to additional questions, the Postal Service responds as follows: 

(a-b) Feasibility studies, such as those conducted for purposes of analyzing AMP 

consolidation opportunities, do not trigger NEPA review. There are no NEPA 

procedures that require public input either before or after the completion of an 

environmental checklist. At the same time, there are no limitations of the content 

of public comment -- environmentally related or otherwise -- that may be offered 

during the AMP Public Input Process 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERRGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

RESPONSE to OCAlUSPS-59 (continuedl 

No procedures related to environmental review are being modified for purposes 

of END. And, as such matters are beyond the scope of Postal Rate Commission 

review, no procedures specifically related to environmental review are being 

established for purposes of or in relation to this docket. 

NEPA requires federal agencies to analyze all “major federal actions significantly 

affecting the quality of the human environment.” 42 U.S.C. 5 4332(C). There are 

three types of NEPA action: (1) the application of a Categorical Exclusion 

(CATEX); (2) the preparation of an Environmental Assessment (EA); or (3) the 

preparation of an Environmental Impact Statement (EIS). If a CATEX is applied, 

no public participation is required. Preparation of an EA or an EIS would involve 

public participation. 

The Environmental Checklist is not a NEPA-required document. It is a tool used 

by the Postal Service at a preliminary stage to ascertain which of the three levels 

of NEPA review is appropriate for any given project or program. It is not required 

for all Postal Service actions. See MI AS-550-96-4 at pages 12-14. There is no 

requirement for any public participation prior to the completion of an 

environmental checklist. Moreover, if a completed checklist indicates that a 

CATEX may be applied, then there is still no requirement for public participation. 
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If the answers on the checklist indicate the need to prepare an EA or an EIS, 

then the Postal Service NEPA implementation regulations at 39 CFR § 775.13 

(see also, RE-6 2-6.2.1; 2-6.3) provide a variety of tools to achieve the 

appropriate level of public participation. 

NEPA regulations also provide for the preparation of a Programmatic EA (PEA) 

or EIS (PEE.) See Council on Environmental Quality (CEQ) NEPA regulations 

at 40 CFR 5 1500.4(i), which are implemented by the Postal Service at 39 CFR § 

775.1. A PEA or PEE assesses the overall project or program’s potential to 

cause significant environmental impacts. 

The completion of an EA will lead to one of two results: (1) a conclusion that 

there are no significant environmental impacts posed by the project or program, 

such that a Finding of No Significant Impact (FONSI) may be issued; or 2) that 

there are likely to be significant environmental impacts requiring the preparation 

of an EIS. In the EIS process, a Record of Decision is issued after the EIS is 

completed. 

The Postal Service has determined that preparation of an initial PEA is 

appropriate for the END program. At the appropriate time, the first opportunity 
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RESPONSE to OCAIUSPS-59 (continuedl 

for public participation in the PEA will be the publication of a Notice of Intent to 

prepare the PEA, which will be published in the Federal Register and will provide 

contact information for any interested parties. Additional, as-yet-to-be- 

determined opportunities for public participation, pursuant to 39 CFR 3 775.13, 

will be used during the PEA process. A Notice of Availability of the PEA will also 

be published in the Federal Register, upon its completion. 

PEAS, which assess overall programs, can lead to the conclusion that site- 

specific NEPA procedures may be required as a program moves forward. It is 

too early to judge whether this is likely to be the case with the END PEA. 

Depending on the individual scenarios in each affected geographic area, the site- 

specific procedures may involve either the application of a CATEX, or the 

preparation of site-specific EAs. The entire NEPA process, which will begin with 

the PEA, can be supplemented by additional NEPA review documents as 

necessary, in accordance with 40 C.F.R. § 1500.4(i). At each locality, 

appropriate means of providing for public participation at the local level, pursuant 

to 39 C.F.R. § 775.13. will be used for any such site-specific EA. 
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OCNUSPS-60. 
Environmental Policy Act Process" from the USPS Real Estate Handbook RE-6 dated 
November 2004, filed with the Commission on 4uIy 25. 2006, in response to an OCA 
question posed to witness Williams at Tr. 6/608. In particular, please refer to Exhibit 2-6 
at page 2-27 of that Chapter which is a one page example of "Record of Environmental 
Consideration" providing for a record of the types of environmental assessments for a 
particular project to be signed by a responsible official. The sheet provides for a check- 
off of the possible applicable environmental assessments: No Review Required, 
Environmental Checklist, Categorical Exclusion. Environmental Assessment with a 
Finding of No Significant Impact (FONSI) and an EIS and Record of Decision (ROD). 
a. 

Please refer to the copy of Chapter 2 titled "The National 

Please confirm that a "Record of Environmental Consideration" is completed for 
each AMP process and for each other network facility consolidation pursuant to 
the END program. If not, please explain. 
Please provide all of the completed "Record of Environmental Consideration" for 
each of the AMPs completed and implemented pursuant to the END program. 
Please provide the completed "Record of Environmental Consideration" for each 
of the other mail processing facilities consolidations fhat have been implemented 
pursuant to the END program. 
Have any "Record of Environmental Consideration" documents been completed 
for any of the planned RDCs? If so please provide a copy of each of those 
documents. 

b. 

c. 

d. 

RESPONSE 

The Postal Service does not consider the application of or compliance with the 

environmental laws of the United States to be policies of the Postal 

Reorganization Act within the meaning of 39 U.S.C. § 3661. Accordingly, the 

Postal Service does not consider this inquiry to be relevant to matters within the 

scope of the Commission's 3 3661 jurisdiction. Without waiving its right to object 

to additional questions, the Postal Service responds as follows: 

Not confirmed. The Record of Environmental Consideration (REC) is not a 

NEPA document, but is a tool used by the Postal Service to record the level of 

NEPA review that was completed for a project or program. For operational 

programs and projects, the RE-6 requires that a REC be completed for any 

(a) 
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operational project or programmatic action that could affect the environment. 

See MI AS-550-96-4, at 11. Accordingly, it is not necessarily required for all 

operational actions, just as the completion of a checklist is not required for all 

operational actions. 

(b-c) Although not required, an REC has been completed for the Newark NJ AMP, 

which is the only END AMP study that, to-date, has been completed and for 

which implementation has begun. Without waiving its right to object to disclosure 

of additional similar documents, the Postal Service has attached a copy of the 

Newark AMP REC. 

No RECs have been completed for any potential RDC activations. (d) 
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UNITED SZATES 

POSTAL SERVICE. Record of Environmental Consideratio 0 NWlWoffPmect 

I have reviewed Postal Service NEPA guidance and have considered the environmentel impacts of the proposed action. 
In the case of facilities projects. the requisite guldance Is contained in Handbook RE-6. Facilities EnvironmenW Gulde. 
In the case of operational projects Including construction and repair activities managed by districts. the requisite 
guidance is contained in Management Instruction AS-550-964. NaUonal Environmental Policy Act Operational 
Guidance. 

The following activify has been taken based on information available to me, and, for operations projects. the 
recommendations of the appropriate environmental professional. For faclllties projects, policy allows the Facilities 
Environmental Speclalist (FES) to prepare and sicln as the uroiecl manacler. 

Pollcy AR ( H A )  reyiew is iequlml. 

An Envmnmentai Impact Sfalemnt was prepwed and a Remfd of W i  (Roo) vnU be irsued. 

ps F m  8194. D8cembw2BoZ FM 1.1 
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OCAlUSPS-61. The Postal Service's rules regarding National Environmental Policy 
Act procedures appear at 39 CFR 775. Section 39 CFR 775.14(a) provides that "Public 
hearings must be held whenever there is, among other times: (1) Substantial 
environmental controversy concerning a proposed action and a request for a hearing by 
any responsible individual or organization: (2) A request for a hearing by an agency with 
jurisdiction over or special expertise concerning the proposed action ...." 
a. Have there been any hearings held or scheduled pursuant to this section of the 

Postal Service's rules on any of the END program AMP consolidations or other 
proposed facility activations including RDC activations? If so please explain and 
provide references to the proceedings. 
Please confirm that the Postal Service provides public notice of the availability of 
environmental documents relating to any proposed action having effects primarily 
of local concern pursuant to 39 CFR 775.13 of its rules which must be published 
in one or more local newspapers (§775,13(a)(3)(ii)) and may include mailing 
notice to "owners and occupants of nearby or affected property." 

b. 

(§77513(a)(3)(v)). 

RESPONSE 
The Postal Service does not consider the application of or compliance with the 

environmental laws of the United States to be policies of the Postal 

Reorganization Act within the meaning of 39 U.S.C. 5 3661. Accordingly, the 

Postal Service does not consider this inquiry to be relevant to matters within the 

scope of the Commission's 3661 jurisdiction. Without waiving its right to object to 

additional questions, the Postal Service responds as follows: 

No. 

There are many types of environmental documents that are not NEPA 

documents, most of which do not require any public notice. 39 CFR Part 775 

only applies to the NEPA process. The Postal Service confirms that it is agency 

policy to provide public notice of all EA, FONSI, EIS and ROD documents, 

"having effects primarily of local concern," to the extent required by 39 C.F.R. 

3 775.13. 
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OCNUSPS-62. 
part (d) (Tr. 3/1047-48), it was mentioned that the linear approximations match the 
productivities implied by the Postal Service's cost equations for large, medium, and 
small operations. It was also stated that the linear approximations, like the cost 
equations, are characterized by marginal cost decreases as volume (TPH) increases. 
Please also refer to the response to VP/USPS-T1-5(b) (Tr. 2/130), which indicates that 
the optimization model will maximize the utilization of larger facilities given the 
incremental cost of adding volume to a large operation is less than a small and medium 
operation. 
a. Suppose that the volume variability of a particular operation is 100%. Please 
confirm that, in such case, marginal costs from the nonlinear cost function would not 
decline as volume increases for that operation but would, instead, be constant over all 
volumes. If you do not confirm, please explain. 
b. Please confirm that in the 100% volume variability case described in part (a), the 
linear approximation cost functions used in the optimization model for large, medium, 
and small operations would have the same intercept (at the origin) and the same slope 
(marginal cost). If you do not confirm, please explain. 
c. For the 100% volume variability case described in part (b), please confirm that 
since marginal costs from the linear cost functions for large, medium, and small 
operations would be the same, and since there would be additional costs required to 
relocate existing operations to different facilities, the optimization model would not 
maximize the utilization of operations in larger facilities, but would instead maintain the 
existing utilization of operations in large, medium, and small facilities. If you do not 
confirm. please explain. 

RESPONSE 

Please refer to the response to OCNUSPS-34. In the answer to 

a. 

b. 

C. 

Partly confirmed. The "nonlinear" CRA models employ log-linear and 

translog functional forms. The log-linear models yield constant 

elasticities, and thus the estimated marginal costs would be constant. In 

the case of the translog models, the elasticities (and thus marginal costs) 

generally depend on the level of volume. 

Confirmed. 

Not confirmed. While the assumption of 100 percent variability precludes the 

possibility of direct labor cost savings from consolidation of small, fragmented 

operations, it does not ensure that the current operational structure will be 
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maintained. Other types of cost savings, such as reductions in transportation or 

overhead costs could lead to consolidation. 



RESPONSE OF THE UNITED STATES POSTAL SERVICE TO 
INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-63. Please refer to OCNUSPS-58 which referred to USPS Library 
Reference N2006-1/24, “Draft Regional Distribution Center Activation Planning 
Document” filed July 28, 2006. In part (c), the interrogatory pointed out the 
preparation of financial information is not provided for in the planning document 
and asked for an explanation. The response states the planning document “is not 
used to determine approval to activate an RDC. The costslsavings associated 
with the actual activation of an RDC will be managed within the normal budget 
process and throuqh the normal capital expenditure DAR process.” 

Please expiein the “normal budget process” that will apply to the analysis 
and decision to activate an RDC and determine the costslsavings 
associated with the activation of an RDC. 
Please explain the “normal capital expenditure DAR process” that will 
apply to the decision-making analysis to determine whether and when to 
activate an RDC. 
Is a benchmark rate of return used for recommending approval of 
expenditures of the type necessary to activate an RDC? If so, what is that 
benchmark rate? 
Have any expenses been included in any annual USPS budget to activate 
an RDC or to prepare for activation of an RDC? If so, please provide the 
budget materials for each year for such activities, the budget analysis for 
the expenditures that were included in the budget, and provide the dollar 
amounts included in the budgets. 
Has any DAR been prepared to analyze any potential RDC activation? If 
so, please provide a copy of that DAR as previously requested in part (d) 

Part (e) of OCNUSPS-58 asked whether a DAR report will be prepared to 
activate RDCs. The response states, “As necessary existing procedures 
for requesting capital funds will be followed.” Please explain the “existing 
procedures for requesting capital funds” and whether the existing 
procedures provide for the preparation of a DAR. What is the lead time 
necessary to request funds for the activation of an RDC? 
Part (f) of OCNUSPS-58 noted the planning document does not provide 
for a procedure to conduct post-implementation review of RDC activations. 
The response to the interrogatory states, “The same processes and 
procedures that are used today to review the impacts of network decisions 
are those that will be utilized to review the effectiveness of the RDC 
activations.” Inasmuch as, to date, apparently no review of the impact of 
any network decision has been completed, please explain the “processes 
and procedures” to which the response is specifically referring that will 
measure the impacts of RDC activations. 

of OCNUSPS-58. 
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RESPONSE 

(a-b) Any decision to activate an RDC will be subject to systemwide budgetary 

constraints applicable at the time or projected for the activation timeline. 

If a determination should be made to construct a new facility, to 

add substantially to an existing facility, or to retrofit that facility with new 

equipment in conjunction with its designation as an RDC, it is expected 

that a Decision Analysis Report or similar return-on-investment analysis 

of the expenditure will be conducted, if the expenditure meets the criteria 

for such analysis. As with any active facility today, an RDC would have an 

annual operating budget and operational goals assigned to it, and its 

performance would be measured against that budget and those goals. 

RDC activations are expected to take place over a span of five to seven 

years. Realignment of the network is expected to reduce overall 

systemwide costs below where they would otherwise be. It would be 

premature to judge the effects or the progress of the overall realignment 

mid-stream or on the basis of the activation of the first or the first few 

RDCs. 

There is no single benchmark. If it is determined that new construction is 

necessary to convert an existing facility into an RDC or to build one from 

the ground up at a particular location, each project is evaluated on the 

basis of its different circumstances. 

(c) 
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RDC activations are capital plans and would not be regarded as recurring 

"expenses" to be factored into annual budgets. No RDC activations have 

been determined yet that would provide a basis for considering whether to 

include activation-related expenses in the budget. 

No. As the Postal Service has not determined which facilities to 

designated as RDCs, it has not yet subjected any facilities to an RDC- 

activation DAR-type analysis. 

The lead time for requesting funding for an RDC activation would 

depend on the complexity of the undertaking. Varying levels of existing' 

facility renovation may be involved. In some instances, the conversion 

could be incremental and be executed while the facility continues to 

operate. In some instances, totally new construction could be necessary. 

In these latter cases, it may be two years or so between funding approval 

and completion of construction. If funding exceeds a certain threshold, it 

may require Board of Governors approval. 

There is no AMP-like PIR process specific to RDC activation. RDC 

activations that involve major capital investments will go through post- 

activation reviews to ensure that the facility planning concept was adhered 

to and the projected operating variances were achieved. Otherwise, like 

all other active facilities have an operational budget and operational 

objectives assigned to them and the performance of those facilities is 
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judged on the basis of the degree which they achieve the objectives 

assigned to them. 
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OCAIUSPS-TI -1 1 

Has the Postal Service performed an END or AMP analysis of part or all of the 
facilities and network in Figure 2? 
a. Assuming that your answer is “yes,” please provide the analyses and 

conclusions. Please identify and quantify cost savings and service 
changes. 
Assuming that your answer is that the analysis is currently ongoing, 
please provide information on the extent of the study, details of the study, 
and expected findings and conclusions. 
Assuming that your answer is “no,” please explain why no study is being 
conducted and the extent to which you believe that such a study would or 
would not be applicable to enhance efficiency in the Postal network. 

b. 

c. 

RESPONSE: 

(a-c) 

The Postal Service is using the END model and the AMP process to assist in 

determining the potential roles of existing facilities in the future mail processing 

network. END modeling suggests possible outcomes that can then be 

considered and analyzed through mechanisms like the AMP review process. It is 

this review process that leads to decisions about whether many current mail 

processing facilities, such as those depicted in Figure 2, should be retained as 

part of the future network and what their functions should be. Like any other 

mail processing plants in the network, the facilities depicted in Figure 2 are 

candidates for AMP review as a part of the END initiaitve. Presumably, their time 

will come. It would be imprudent to try to predict or guess what the results Of 

those studies could be. 
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RESPONSE to OCAIUSPS-TI41 (continued) 

Based on modeling alone, one would expect that the future mail processing 

network could evolve to a state where there would eventually be approximately 

70 of the Regional Distribution Centers depicted in Figure 3 located throughout 

the continental US., each of which is connected to a variety of subordinate or 

related facilities. Further review is necessary before the Postal Service can be 

certain of all potential RDC locations or what roles will be played by the facilties 

depicted in Figure 2. See the Docket No. R2006-1 USPS response to 

PSA/USPS-T42-1. As described by witness Williams (USPS-T-2), numerous 

facility-specific AMP feasibiltiy studies will be conducted during the next several 

years to determine their roles and relationships. Some mail processing functions 

are expected to shift to different locations in many cases. 
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Revised: July 28,2006 

7. Is there a nationwide “future network” identified by the END optimization 
andlor simulation model that has been used as a benchmark to evaluate any 
AMP? 
a. 

b. 

If not, what is an AMP decision, or a new facility. compared to in order to 
validate its role in the future network? 
If so, did that benchmark “future network” consist of a specific number of 
facilities? 

I. If so, how many? 
ii. How many were RDCs, LPCs, and DPCs. 

c. If there is a benchmark “future network” used to evaluate AMPs: 
I. 

I I .  

... 
111. 

iv. 

V. 

vi. 

vii. 

viii 

Did facilities in the benchmark “future network” have 
geographic locations that can be identified by region, 3-digit 
ZIP Code area, or 5digit ZIP Code area? Please identify 
those regions or areas with which the facilities were 
identified. 
Were the sizes of the facilities in the benchmark “future 
network” identified either in terms of square feet, workload, 
or any other measure? If so, please provide that information. 
Was size identified by operation? If so, provide that 
information. 
Were the unit costs of the facilities in the benchmark “future 
nehnrork identified by facility and/or operation? If so, please 
provide that information. 
How many facilities in this benchmark “future network” will 
perform the functions currently performed by the ADCs and 
AADCs? 
Provide the number of PDCs that currently perform 
destinating processing but do not perform destinating 
processing in the benchmark “future network.” 
Which of the facility characteristics referred to in i through ii i 
above were used to determine that an AMP decision was or 
was not consistent with the benchmark “future network?” 
What other characteristics of the facilities in the benchmark 
“future network” were used to determine that an AMP 
decision was or was not consistent with the benchmark 
“future network?“ 
If. under the END process, a P&DC were to lose its role as a 
processing site for destinating mail arriving from other plants: 
1. would it nevertheless retain its role as the processing 

site for local “turnaround mail?” 
2. How much of a current P&DCs workload is 

“turnaround mail,“ on average? 
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Revised: July 28,2006 
RESPONSE to Question 7: 

a. No. Any theoretical “future network” produced by the END models is 

refined through operational reviews to ensure site specific factors that are 

not included in the models are taken into consideration. The END process 

takes an incremental approach to evaluating and adjusting the network. 

AMP proposals are evaluated against a theoretical future network design 

at the time the proposal is submitted. Subsequent future network designs 

carry forward the impacts of previous network changes and reflect the 

current market conditions. As stated in Witness Shah’s testimony, “No one 

can accurately and reliably predict how the hard copy communications 

and package delivery industry will change in the next five to ten years. 

While some broad trends are certainly discernable, it is not possible, with 

great precision, to say now what the optimal mail processing and delivery 

infrastructure should look like a decade from now. The Postal Service’s 

only recourse is to continuously examine the network for inefficiencies and 

redundancies, standardize the best operational practices, and -- where 

appropriate -- consolidate, eliminate, expand or relocate processing 

functions. The changes sought here, using END as a framework, cannot 

be accomplished overnight. Of necessity, the changes will have to be 

implemented incrementally _ _ _ ”  As a result, there is no one final nationwide 

0 

“future network” used to evaluate all AMP proposals. AMP proposals are 

evaluated against a theoretical future network design at the time the 

proposal is submitted. Subsequent future network designs carry forward 
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RESPONSE to Question 7 (continued): 

the impacts of previous network changes and reflect the current market 

conditions. 

b. i. As stated in previous responses, the END models identify the roles 

required for this future theoretical network. The actual number of 

facilities and the specific locations have not been decided. For 

example; some of the roles may be combined in the same physical 

building should the recommendation be implemented. The 

theoretical future network as of July 2006 (which will continue to 

evolve and change) includes 419 facilities, and is the basis for this 

supplemental response, as well as the supplemental response to 

POlR 4 Question 6. 

The number of RDC. LPC, and DPC roles identified within 

this theoretical future network (which will continue to evolve and 

change) is 69, 202, and 103, respectively. A s  previously indicated 

these roles may be collocated within specific buildings or not and 

the ultimate number of each role is subject to change as the Postal 

Service evolves its network 

ii. 

C. I. See the attached spreadsheet 

ii. See the attached spreadsheet 

iii. The unit costs were identified by operation in the response to 

OCNUSPS-34( b) 
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iv. 

V. 

vi. 

vii. 

... 
Vl l l  

The functions currently performed by the ADCs and AADCs were 

modeled as part of the destinating operations in LPC and DPC 

roles. As stated in response to subpart (b) of this question, 305 

LPC I DPC roles were identified in this iteration. 

As part of this July 2006 theoretical future network (which will 

continue to evolve and change) all existing P&DCs perform some 

destinating processing. 

The AMP is evaluated to determine if the ZIP Code assignment are 

in line with the roles identified in the theoretical future network. 

The END simulation model evaluates whether or not sufficient 

capacity exists to process the required consolidated volume within 

operating plan constraints, 

1. No. 

2. ODIS-RPW data show that approximately 45 percent 

of First-class Mail and approximately 20 percent of 

Priority Mail has an overnight service standard. A large 

proportion this mail may be “turn-around’’ mail, in the sense 

that it is processed by only one P&DC/F. However, the data 

are not sufficiently refined to allow one to determine how 

much of this mail with an overnight standard was 

processed in only one PBDCIF. Plus, with an unknown 

number of Saturday AMPs in place, it is possible that mail in 
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RESPONSE to Question 7 (continued): 

some locations is "turn-around" on Monday through Friday, but 

not on Saturday The proportion of overall "turn-around'' mail 

among PBDCIFs varies, but IS estimated to range between 40 

0 

to 50 percent in most cases. 

0 







I g: 9 4 5 ,  



0 

0 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
PRESIDING OFFICERS INFORMATION REQUEST NO. 6, QUESTION I 

Revised: July 27, 2006 

1. Attachment 1 contains variability factors calculated for various operations for 
three sizes: small, medium, and large. The variability factors were calculated in 
the following manner. The USPS-LR-L-56 data file ~ 9 9 0 5 . ~ 1 ~  was used to 
construct operation-size cutoffs for this analysis. The TPH variable for the 
operation (cost pool) in question was sorted in ascending order, and the non-zero 
TPH observations were then divided into thirds (small, medium, large) for the 
TPH cutoff values. Thirty-three separate regressions were run, using R2006-1 
witness Bozzo’s econometric models, to calculate the variability factor; that is 11 
cost pools times 3 operation sizes (small, medium, large). The “tph > 0” 
statement in the following TPS regression programs submitted within USPS-LR- 
L-56 was replaced with the constructed TPH cutoff values: 

varmp-tpf-OTHAUTO-by2005.tsp 
9 v a l l l i p _ t C l r _ b ~ ~ . S i r J ~ ~ i - u y ~ 0 ~ ~ . ~ s p  

varmp-tpf-AFSM-by2005.tsp 

varmp-pp-MANPARPRI-by2005.tsp 

varmp-man-LETFLT-by2005.tsp 

The 33 regressions were individually run with the original vv9905.xls input file. 
The results of these regressions do not appear to support inferences of 

economies of scale or density. In order to obtain a more specific indication of what 
aspect of the structural cost equations support such an inference 

a. Please fill out the table in Attachment 2 using the data and methods 
employed by the Postal Service to estimate the cost functions described in 
its response to VPIUSPS-TI-21. 
Provide all underlying programs and data sets used in preparing the 
Postal Service’s response to a. above. Please include an identification of 
the time period covered by the data set used and the docket from which 
the mail processing cost variability model came that is the source of the 
linearized equations that the END model uses. 
Provide a rationale for the classification criteria used for each size within 
each operation. 

0 
b. 

c. 
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PRESIDING OFFICERS INFORMATION REQUEST NO. 6, QUESTION 1 

Revised: July 21,2006 

RESPONSE 

The Postal Service has not been able to replicate the results provided in 

Attachment 1. Nevertheless, i t  should be noted that twenty-two of the results in 

Attachment 1 are variabilities less than 100 percent. The Postal Service will 

provide corrected results for Attachment 1 as warranted. 

Not all of the variabilities in the "structural cost equations" used in the END model 

yl& <>;;:zL;ilitjCZ thz~, 1 OC vrcent, howwc;, & ~ ; . & + ~ & y ~ ~ &  ... 

variability for the BY 2005 models is 85 percent. See Docket No. R2006-1, 

USPS-T-12 at 3. 

The cost functions described in VPIUSPS-TI-21 were not estimated by size- 

based subsets of the data but rather over the full range of data. Thus, the Postal 

Service does not have a set of results similar to those presented in the question 

with which it could complete Attachment 2. 

a. 

With respect to the table requested for Attachment 2, please note that the 

productivities, variabilities, and calculations of marginal time (workhours) per 

piece handling at the operation level employed in the BY 2004 CRA models that 

were the source for the END model was provided at Docket No. R2005-I, Tr. 

511452. 

The Postal Service's BY 2004 mail processing cost variability models are the 

sources for the linearized equations in the END model. Thus, the full data sets 

and estimation programs have been provided in Section I of USPS-LR-K-56 

b. 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
PRESIDING OFFICER'S INFORMATION REQUEST NO. 6, QUESTION 1 

Revised: July 21,2006 

RESPONSE to Question I (continued): 

(Docket No. R2005-1). The time period covered by the data set is FY 1999-FY 

2004. 

As indicated in the response to part (a), the mail processing variability models 

were not estimated by size category. The Commission's approach appears to 

have some potentially serious deficiencies, particularly in that its methods will not 

c. 

-*- .:.=-&> LCcigi; 3:: & ~ ~ f - ; ~ ~ ~ G i * s  fo; o&&~*&*~**;*~-&e~~ry, ....,? --..?;>-*"-,a,'* 
1 

b 5  

seasonal fluctuations in piece handlings may affect the size classification, and 

facilities will not necessarily be assigned to the same size category (or 

categories) across operations. 

The Postal Service has investigated methods that address these potential 

deficiencies. The results are reflected in the attached spreadsheet. The refined 

results, expanded to include AFSM operations (not reported in the Commission's 

Attachment 1) show similar evidence for the existence of economies of density to 

the models used in the Postal Service's BY 2005 CRA. Overall, only seven of 

the thirty-three elasticities differ by statistically significant amounts from the 

estimates used in the CRA; none of those exceed 100 percent. Six of the eight 

elasticities exceeding 100 percent occur in operations where the Postal 

Service's estimated elasticity for the CRA is within one standard error of 100 

percent, and no elasticities exceed 100 percent by a statistically significant 

amount. 
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11 I 

Operation 

DlBCS Incoming 
Small 
Medium 
Large 

Small 
Medium 
Large 

Small 
Medium 
Large 

FSMllOOO 
Small 
Medium 
Large 

SPBS 
Small 
Medium 
Large 

Small 
Medium 
large 

Small 
Medium 
Large 

Small 
Medium 
Large 

Small 
Medium 
Large 

Small 
Medium 
Large 

AFSM 100 
Small 
Medium 
Large 

DlBCS Outgoing 

-- -._., 

Manual Flats 

Manual Letters 

Manual Parcels 

Manual Priority 

Cancellation 

121 131 141 
TPHfTPF Elasticity Elasticity 

151 

cutoffs PRC Attachment 1 Corrected. w/ Size Standard Errol 
Categories by Site 

ID 

<=72537 0.53702 0.752 0.145 
72537 to 156422 1.15008 0.819 0.092 
>156422 0.753747 0.734 0.100 

<=14456 0.570698 0.753 0.084 
14456 to 56826 0.725645 1.011 0.065 
>56826 1,32706 1.057 0.079 

. . ~ ~ ~ .  r i. ~ - " Z - l c I e - -  -""1~.-;-~raar_-.rini;.--rXlprt--3 . i ~ , . z ~ , ~ l ~ ~ < i  . 
<=1t885 
11885 to 30965 
>30965 

<=3437 
3437 to 5773 
>5773 

c=2314 
2314 to 5415 
>5415 

<=1438 
1438 to 3437 
>3437 

<=6078 
6078 to 14446 
>14446 

<=253 
253 to 666 
>666 

<=432 
432 to 1477 
>1477 

<=13161 
13161 to 29361 
>29361 

<=20000 
20000 to 45000 
>45000 

1.49201 
0.551178 
0.801015 

0.992176 
0.734923 
0.744788 

0.687394 
1.09805 

-0.1 71 569 

1.16158 
0.931318 
0.254093 

-1.54237 
0.073337 
0.822586 

1.28123 
-9.23005 
1.01 047 

3.51535 
-18.8484 
0.168578 

0.954874 
0.237738 
-1.22148 

n/a 
n/a 
n/a 

0.822 
0.892 
0.654 

0.752 
0.807 
0.628 

0.845 
0.657' 
0.853 

1.518 
0.635' 
0.716' 

0.934 
0.784 
0.16' 

0.307' 
1.778 
0.957 

2.880 
0.660 
0.339 

0.857' 
0.198' 
0.356 

1.101 
1.094 
1.135 

0.083 
0.066 
0.092 

0.054 
0.045 
0.061 

0.070 
0.082 
0.069 

0.301' 
0.114 
0.103 

0.131 
0.437 
0.099 

0.154 
0.965 
0.545 

3.210 
0.081 
0.289 

0.101 
0.122 
0.185 

0.108 
0.104 
0.145. 
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'Differs from BY 2005 elasticity at 5% significance level or better 
'* TPH/Hour for manual and cancellalion operations 
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0 

0 

Productivity 
(TPFiHour". FY 
2005. Median by 

Size Group) 

9,931 
9.285 
8.380 

9.820 
9.836 
7.908 

7.382 
7.125 
5,304 

591 
601 
586 

330 
293 
294 

463 
506 
433 

776 
621 
492 

21 1 
295 
338 

274 
326 
354 

4,140 
3.834 
3.350 

2.094 
2.028 
1.983 

- 

Marginal BY 2005 Elasticity BY 2005 Std. Error 
Productivity 
L6y141 

13,206 
11,337 
11,417 

13,041 
9,729 
7.482 

8,981 
7.988 
8,110 

786 
745 
933 

391 
446 
345 

305 
797 
605 

831 
792 

3,075 

687 
166 
353 

95 
494 

1,044 

4,831 
19,364 
9.410 

1,902 
1,854 
1.747 

. .. . ~ .  _+- ~ .~.. 

0.820 

1.060 

C . ? 8 C ~ . . .  ..,~. 

0.720 

0.870 

0.890 

0.940 

0.800 

0.750 

0.500 

0.990 

0.070 

0.060 

E"i? 

0.030 

0.050 

0.090 

0.070 

0.180 

0.090 

0.070 

0.080 
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RESPONSE OF UNITED STATES POSTAL SERVICE TO PRESIDING 
OFFICER’S INFORMATION REQUEST NO. 7 

Revised: September 14,2006 

Question I 
During oral cross examination witness Shah stated that the Postal Service 
created ”a three digit to three digit volume map. ..for the purposes of this 
modeling.” Tr. 2/241. Commissioner Goldway asked the Postal Service to 
provide this volume map for both the current network and the future network. 
Mr. Tidwell said that the Service could provide that information. Tr. 21313-14. 
Accordingly, please provide the three-digit to threedigit volume map that was 
created to reflect the current nehvork and the three-digit to three-digit volume 
map that has resulted from the latest run of the END models. 

RESPONSE 

See USPS Library Reference N2006-1/25. 

As indicated by witness Shah at Tr. 2/170: 

the reason we’re not sure or absolutely sure about the number of these 
local and destinating processing centers is basically because the volume, 
mail volume and trends, are unknown to use about the future. 

For purposes of the END model, the Postal Service does not attempt to estimate 

or project changes in mail volumes flowing between particular 3-digit ZIP Code 

pairs. The Postal Service uses current ODlSlRPW data, such as those which 

were utilized to create USPS Library Reference N2006-1/25. and assumes those 

data to reflect ZIP-to-ZIP mailflow volumes in the future. 

0 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO PRESIDING OFFICER'S INFORMATION REQUEST NO. 7 

2. The END Independent Verification & Validation (IV&V) Team Draft Report, says 
[olther than an assumption made with respect to the cost per 
square foot of expanding a facility, the Optimization Model does not 
take into consideration the capital investments that may be required 
for any new equipment, relocation of assets, or retrofitting of 
facilities. These investment decisions will need to be weighed 
against potential savings as part of the normal capital investment 
process. 

Supplemental Response of the United States Postal Service to Presiding 
Officer's Information Request No. 4, Question 6.c., states, 

The End models look at total network costslsavings that result from 
the systemic network change prescribed by the concept being 
modeled, not individual components of that concept. The estimated 
savings that could be attributed to the theoretical network ... is 
approximately $ 750 million. 

Is this estimated savings amount net of all costs incurred to convert 
the current network to the future network? 
Does this amount represent a one-time or an annual savings? 
How was the $ 750 million figure derived? For example, is it the sum of 
estimated savings for each individual mail processing operation at each 
facility that undergoes consolidation? 

a. 

b. 
c. 

RESPONSE: 

a. No, as previously stated in response to POlR 4 Question 6(c). any capital 

investment would be required to follow existing procedures for approval. 

b. Annual savings. 

c. No. The $750 million is the difference between the total operating cost of the 

existing and proposed future networks 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 7 

3. 

Regional Distribution Centers (RDCs)] is an upper boundary range based on the 

constraints the organization faces in terms of capital.” Tr. 2/173 

During the hearing on July 18, 2006, witness Shah said, “[tlhe 100 [possible 

a. 

b. 

How much capital does the Postal Service estimate would be required to 
convert 100 facilities to RDCs? 
Is there a difference between the estimated average cost of converting a 
P&DC to an RDC and the estimated average cost of converting a BMC to 
an RDC? If so, what is the difference? 

RESPONSE: 

a. To clarify that response, the capital constraints may require the Postal Service to 

have more, not fewer RDCs than those modeled. If capital constraints limit 

investments, the number of RDCs will increase, reducing the level of 

consolidation to allow the operations to fit in existing space 

b. While the Postal Service does not have estimates of the cost of converting 

P&DCs to RDCs, it would be safe to assume that, in most cases the BMC 

conversion would cost more, given the size and type of fixed equipment in BMCS. 

However, much of the BMC revitalization work would be required whether or not 

the BMC was converted to an RDC or not. 



1349 

RESPONSE OF UNITED STATES POSTAL SERVICE TO PRESIDING 
OFFICER’S INFORMATION REQUEST NO. 7 

Question 4 

In attempting to estimate the mail processing variability models by size category, 
the Response of the United States.Postal Service to POlR No. 6, Question 1 
(Revised: July 21, 2006) suggested that when partitioning the dataset, 
vv9905.xls. into size categories (and estimating variability models by size 
category), methods should be used that will: 

assign all observations for a facility to the same size category: 

insure that seasonal fluctuations in piece handlings will not affect the size 
classification: and 

ensure that facilities will be assigned to the same size category (or 
categories) across operations. 

The Postal Service’s response asserts that it has investigated methods that 
overcome these methodological problems. Please explain in full detail how this 
was done. Include all changes made to the TSP programs, and all manipulations 
within the vv9905.xls data file. 

RESPONSE 

While the Postal Service investigated the three criteria listed in the question, only 

the first two were implemented for the results provided in the response to POlR 

No. 6, Question 1. It is not uncommon for sites to have proportionally larger 

operations for some cost pools than for others, particularly across shapes. Also, 

this approach minimized differences with the Commission’s size classifications 

from POlR No. 6, Question 1, It should, however, be understood that the 

identities of facilities in the various size categories need not be the same in all 

operations. 
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RESPONSE to Question 4 (continued): 

Using a site-specific size measure, rather than operation-specific size measures 

such as operation-level TPF, the procedures described below can be 

straightfowardly modified to implement all three criteria. 

The first two features are implemented by the following code fragment, 

referenced in N2006-IlLR-22 and present in the TSP programs therein: 

? Calculates 'Facility size category 
smpl 1 n-obs; 
sizel.=O: 
smplif (size.>O) ; 
sizel. -1; 
smpl 1 n-obs; 
panel (mean,noreg, id=idnum) size. ; 
mat work = @mean#e32; 
unmake work sizeavgl.; 
panel(mean,noreg,id=idnuml sizel.; 
mat work = Omean#e32; 
unmake work sizeavg2.; 

sizeavg. = 0; 
smplif (sizeavg2.>0); 
sizeavg. = sizeavgl./sizeavg2.; 

sizeavg. = round(sizeavg.) ; 
panel (mean,noreg,id=idnum) idnum sizeavg.; 

? Adjusts fo r  average category value for zero obs 

? Assigns site to nearest category 

The variable "size." is a categorical variable indicating the observation-level size 

category assignment, using the cutoffs from POlR No. 6, Question 1. (In this 

code, the operation group number substitutes for the periods in the execution of 

the code loop.) This variable takes on values of 0, 1, 2, and 3 for, respectively, 

zeroes and the small, medium, and large categories. These variables were 

computed from the data in Docket No. R2006-1, USPS-LR-L-56, and collected in 

a spreadsheet file, 'prcsize.xls,' which is attached to this response 

0 
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OFFICERS INFORMATION REQUEST NO. 7 

RESPONSE to Question 4 (continuedl: 

The TSP command: 

panel(mean,noreg.id=idnum) size.; 

computes the average size category by site (including zeroes), and the 

command: 

panel (rnean,noreq, id=idnurn) sizel. ; 

computes a correction factor by site to eliminate the effect of observations in the 

zero category, used in the calculation of the “sizeavg.” variable. The averaging 

procedure eliminates within-site variation, including seasonal variation. Then, 

“sizeavg.” is rounded to the nearest category value. The effect of these 

calculations is that all observations for a given combination of operation group 

and site are assigned to a common size category. 

Finally, the TSP command: 

panel (rnean,noreq,id=idnum) idnum sizeavg.; 

reports the final assigned size category by site ID number for each operation 

group. 

1351 
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InTPH SQ 
TREND 

RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO PRESIDING OFFICER'S INFORMATON REQUEST NO. 7 

-1 08399 
0 044006 
0 069896 

5. Please provide a detailed audit trail (i.e., a step-by-step process, including cites to 
sources) showing how the Postal Service derived the three linear cost equations for the 
AFSM-100, and the three linear cost equations for the manual flats operation, provided 
in response to Presiding Officer's Ruling No. N2006-1/23, from the corresponding 
equations at pages 42-44 of witness Bozzo's testimony in Docket No. R2005-1. Please 
provide a similar audit trail for the three linear equations for the APPS operation that 
was provided in response to Presiding Officer's Ruling No. N2006-1/23. Please identify 
the datasets that were used, how the TPH cut-offs for small, medium, and large 
operations were determined, and how the costs in dollars were estimated. 

RESPONSE 

A. THE STEP BY STEP PROCESS FOR CALCULATING THREE PIECE LINEAR 
APPROXIMATION FOR THE AFSM 100 EQUATION 

Step 1: Obtain estimated coefficients for the equation. 

The estimated coefficients for the AFSM 100 nonlinear equation were obtained from 

TREND SQ 
In DEL. POINTS 
In DEL.PONTSS SO 
In CAPITAL 
In CAPITAL sq 
In WAGE 

witness Bozzo in a document entitled, "NIA-Results.doc." They are reproduced below: 

-1.14E-03 
17.3708 

-0.6271 12 
0.179482 

0.05302 
2.9987 

In WAGE SQ 
InTPH * TREND 
InTPH * In DEL. POINTS 
InTPH * LN CAPITAL 
InTPH * In WAGE 
TREND * In DEL. POINTS 

0.172177 
-4.64E-03 
0.061612 
0.025865 

-0.1 991 26 
9.11E-03 

TREND ' In WAGE -0.025366 

1 
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QTR4 
InTPH -1 
InTPH -2 
InTPH -3 

-7 29E-03 
-0 826931 
0 688921 
0 332239 

InTPH -4 
InTPH SQ -1 
InTPH SQ -2 

0.022793 
0.046321 

-0.031016 

SteD 2: Calculate form of the equation in levels. 

The form of the AFSM 100 equation estimated by witness Bozzo is translog. This 

means the equation has following general form: 

Iny = Ina + PIInx + pzInx2 + p31nz + PsInz2 + psInx Inz. 

InTPH SQ -3 

Where y is hours, x is piece handlings and z represents the other non-workload 

variables. Note that deriving the linear approximation requires using only those 

variables that involve workload. In addition, the END model is in levels, not logs, SO the 

translog equation must be expressed in levels using anti-logs. Thus, the initial 

expressions required for deriving the linear approximation is given by: 

0 

y = e ( i n a  - p , inx  + p?Inx' + p r inx inz )  

-0.01 3082 

Using the rules for the exponential function allows one to simplify the expression: 

=e(lna)e(~,inx+~?inx')e($iinx I n Z )  

or: 

= a  ,PI x lP ' In~)  X t P ~  Inz) 

InTPH SQ -4 

No documents were used in this step. 

-6.72E-04 

0 2 
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Step 3: ldentifv ranqes for each of the 3 aooroximations. 

The ranges for the "small," "medium," and "large" operations are based upon the 

MODS data for 2004 for the operation. The average quarterly values for piece 

handlings for the MODS facilities included in the END model were arrayed from smallest 

to largest. Then the 5%, 25%, 50%, 75% and 95% values were identified. Those 

values are provided below: 

Distribution 
Point 
5% 
25% 
50% 
75% 
95% 

Value 
9,046.7 

13,928.6 
24,587.6 
41,511.4 
71.797.3 

The three ranges are then defined as follows: 

0 "Small" 5% to 25% 

"Medium" 25% to 75% 

"Large" 75% to 95% 

No documents were used in this step 

Steo 4: Calibrate equation to ooerational data. 

The AFSM 100 equation has the following nonlinear form, in levels, in the workload 

variable: 

3 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO PRESIDING OFFICER'S INFORMATON REQUEST NO. 7 0 Where x is piece handlings, t is the time trend and the components of the z vector are 

wages, capital, delivery points, and the manual ratio Once the form of the equation IS 

established, it can be calibrated. The frst step in the calibration is to center the overall 

equation on the 2004 workload data for the operation. This is done by entering mean 

values for the various z variables and the median value for piece handlings into the 

equation and computing the implied value for hours. This implies a corresponding value 

for productivity (x/y). 

Calibration then requires adjusting the value for a until the projected productivity at the 

median level of piece handlings closely approximates the value of productivity found by 

taking the ratio of median x to median y. Of course, this provides a projected value for y 

which IS quite close to median y. 

0 
No documents were used in this step. 

Step 5: Calculate variable coefficients for each of the three ranqes. 

A linear approximation, by definition, has a constant slope. That slope measures how 

time and, therefore, cost varies with workload. Thus, a single value must be calculated 

for the slope of the linear approximation. That value is termed the "variable" coefficient. 

To calculate the variable coefficient, a level of granularity for each range must be 

established. A granularity of twenty steps was chosen. This means the calculation of 

the overall variable coefficient will depend upon the calculation of the marginal time for 

twenty changes in values within each range. Note that marginal times can only be 

calculated for chanoes in piece handlings, by definition. The twenty individual steps are 

0 4 
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calculated in the same way for each range They are calculated according to the 

following formula 

Max, - Min, 

20 
(5, = 

This formula produced the following steps for each of the ranges: 

Small 244.1 

Medium 1,379.1 El2 
Once the steps have been calculated, the marginal times can then be calculated for all 

three ranges. In other words, twenty marginal times were calculated for the small 

range, 20 marginal times were calculated for the medium range, and 20 marginal times 

were calculated for the large range. The variable coefficient for a range is simply the 

average of the twenty calculated marginal times within that range. Below are the 

calculated coefficients for each of the three ranges for the AFSM 100 equation: 

Variable 
Coefficient 

Small 0.3272 

Medium 0.2363 

0 1825 

These coefficients measure marginal hours per additional 1000 piece handlings 

No documents were used in this step. 

5 
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Steo 6: Calibrate the core coefficient for each ranae. 

Once the variable coefficients have been calculated, the "intercept" or core coefficient 

must be calibrated for each of the three approximations. This calibration is done in a 

manner similar to the initial calibration of the overall nonlinear equation. Within each 

range, the total hours associated with the various levels of piece handlings were 

projected by using the variable coefficient. Then, for the central value of piece 

handlings for each range, this projected value (based upon the linear approximation) 

was compared with the value projected from the nonlinear equation. The difference 

between the two was used to establish the core coefficient. Note that core coefficients 

were required to end in either a " 0  or a " 5  to emphasize the fact that these are 

calibrated values that have no foundation apart from what is already embodied in the 

nonlinear equation. The calibrated core coefficients for the AFSM 100 are given below: 0 
Core 

Coefficient 

Small 5,160 

Medium 6,525 

8,460 

No documents were used in this step. 

Step 7: Convert Time Values to Dollar Values. 

The analysis so far has been done in terms of hours. To convert it to dollars, a rate Of 

$35 per hour was used. In addition, the core coefficients are quarterly and were 

6 
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AFSM 100 Hours 5160 0.3272 6525 

Dollars $722,400 $11.45 $913,500 

0.2363 8460 0.1825 

$8.27 $1,184.400 $6.39 

No documents were used in this step. 

0 7 
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In WAGE 
QTR2 
QTR3 

RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO PRESIDING OFFICER'S INFORMATON REQUEST NO. 7 

B. THE STEP BY STEP PROCESS FOR CALCULATING THREE PIECE LINEAR 
APPROXIMATION FOR THE MANUAL FLATS EQUATION 

-0 043835 
0.068513 
0 019071 

Step 1: Obtain estimated coefficients for the equation. 

The estimated coefficients for the manual flats nonlinear equation were obtained from 

witness Bozzo in a document entitled, "NIA-Results.doc." They are reproduced below: 

In TPH 0.903388 

In CAPITAL 0 01 9999 

FYOO -0 044893 
FYOl I -0.051313 1 

-0 01 5997 
-3 40E-03 

TECH05 171E-03 
TECH06 0 05197 
TECH39 0 044936 

Step 2: Calculate form of the eauation in levels. 

The form of the manual flats equation estimated by witness Bozzo is "double log." This 

means the equation has following general form: 

Iny = h a  + p,Inx + P31nz . 

Note that there is only one term in workload, x. This makes calculation of the equation 

in levels straightfonvard: 

y = a  XPI 

No documents were used in this step. 

8 
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Step 3: ldentifv ranges for each of the 3 aooroximations. 

The ranges for the "small," "medium," and "large" operations are based upon the 

MODS data for 2004 for the operation. The average quarterly values for piece 

handlings for the MODS facilities included in the END model were arrayed from smallest 

to largest. Then the 5%, 25%, 50%. 75% and 95% values were identified. Those 

values are provided below: 

Distribution 
Point 
5% 

25% 
50% 
75% 
95% 

Value 
202.7 
859.9 

1,642.7 
2,897.8 
7,683.1 

The three ranges are then defined as follows: 

"Small" 5% to 25% 

"Medium" 25% to 75% 

"Large" 75% to 95% 

No documents were used in this step. 

y 

The manual flats equation has the following nonlinear form, in levels, in the workload 

variable 

y=ax61  

Here, x represents piece handlings. Once the form of the equation is established, it can 

be calibrated. The first step in the calibration is to center the overall equation on the 

9 
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2004 workload data for the operation. This is done by entering the median value for 

piece handlings into the equation and computing the implied value for hours. This 

implies a corresponding value for productivity (x/y). Calibration then requires adjusting 

the value for a until the projected productivity at the median level of piece handlings 

closely approximates the value of productivity found by taking the ratio of median x to 

median y. Of course, this provides a projected value for y which is quite close to 

median y. 

No documents were used in this step. 

SteD 5: Calculate variable coefficients for each of the three ranqes. 

A linear approximation, by definition, has a constant slope. That slope measures how 

time and, therefore, cost varies with workload. Thus, a single value must be calculated 

for the slope of the linear approximation. That value is termed the “variable” coefficient. 

To calculate the variable coefficient, a level of granularity for each range must be 

established. A granularity of twenty steps was chosen. This means the calculation of 

the overall variable coefficient will depend upon the calculation of the marginal time for 

twenty changes in values within each range. Note that marginal times can only be 

calculated for chanqes in piece handlings, by definition. The twenty individual steps are 

calculated in the same way for each range. They are calculated according to the 

following formula: 

(si = 
Maxj -Mini 

20 

10 
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Small 

239 3 

Once the steps have been calculated the marginal times can then be calculated for all 

three ranges. In other words, twenty marginal times were calculated for the small 

range, 20 marginal times were calculated for the medium range and 20 marginal times 

were calculated for the large range. The variable coefficient for a range is simply the 

average of the twenty marginal times within each range. Below are the calculated 

coefficients for each of the three ranges for the manual flats equation: 

0 Variable 
Coefficient 

Small 2.1361 

Medium 1.8913 

1.7051 

These coefficients measure marginal hours per additional 1000 piece handlings. 

No documents were used in this step 

Steo 6: Calibrate the core coefficient for each ranqe. 

Once the variable coefficients have been calculated, the “intercept“ or core coefficient 

must be calibrated for each of the three approximations. This calibration is done in a 

11 
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manner similar to the initial calibration of the overall nonlinear equation. Within each 

range, the total hours associated with the various levels of piece handlings were 

projected by using the variable coefficient. Then, for the central value of piece 

handlings for each range, this projected value (based upon the linear approximation) 

was compared with the value projected from the nonlinear equation. The difference 

between the two was used to establish the core coefficient. Note that core coefficients 

were required to end in either a “0” or a “5” to emphasize the fact that these are 

calibrated values that have no foundation apart from what is already embodied in the 

nonlinear equation. The calibrated core coefficients for the manual flats operation are 

given below: 

Core 
Range Coefficient 

I I 
Small 

Medium 

No documents were used in this step. 

&?D 7: Convert Time Values to Dollar Values. 

The analysis so far has been done in terms of hours. To convert it to dollars, a rate Of 

$35 per hour was used. In addition, the core coefficients are quarterly and were there 

multiplied by four to convert to an annual basis, This final step produces the coefficients 

provided in response to Presiding Officer’s Ruling No. N2006-1/23. 

12 
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880 1.7051 

$123,200 $59.68 

No documents were used in this step. 

13 
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c. THE STEP BY STEP PROCESS FOR CALCULATING THREE PIECE 
APPROXIMATION FOR THE APPS EQUATION 

INE R 

SteD 1: Obtain estimated coefficients for the equation. 

Because it was a new technology, the Postal Service did not have sufficient experience 

with the APPS operation to permit witness Bozzo to estimate an equation for the 

operation. Thus, a proxy had to be selected. The SPBS operation was selected. 

According to witness Bozzo's Docket No. R2005-1 testimony (USPS-T-12 at 49), the 

variability for the SPBS operation was 0.77. This value was applied to APPS operation. 

Steo 2: Calculate form of the eauation in levels. 

Because it uses the least number of borrowed coefficients and requires the fewest 

assumptions about coefficients, the form of the APPS equation is assumed to be double 

log. This means the equation has following general form: 

Iny = Ina t p,Inx + P31nz , 

Note that there is only one term in workload, x. This makes calculation of the equation 

in levels straightforward: 

y = a XPI 

No documents were used in this step. 

Steo 3 ldentifv ranaes for each of the 3 aooroxirnations 

The ranges for the "small," "medium," and "large" operations could not based upon the 

MODS data for 2004 for the APPS operation, as it was a new technology Instead, the 

ranges were based upon the operations that were assumed to move to the APPS 

14 
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operation the manual Priority operation the SPBS Priority operation ana the manual 

parcel operation The ranges were based upon the sums of the piece handlings for 

these operations The average quarterly valdes for piece handlings for the MODS 

facilities inciudea in the END model were arrayed from smallest to largest Then, the 

5% 25%, 50%. 75% and 95% values were identified Those values are provided 

below 

Distribution 
Point Value 
5 yo 136.6 

25% 630.6 
50% 1,433.4 
75% 3,381.9 
95% 13.1 10.2 

The three ranges are then defined as follows: 

“Small” 5% to 25% 

“Medium” 25% to 75% 

“Large” 75% to 95% 

No documents were used in this step 

Steo 4: Calibrate eauation to ODerational data. 

The APPS equation has the following nonlinear form, in levels, in the workload variable: 

y = a x  I .  
6 

Here, x represents piece handlings, Once the form of the equation is established, it can 

be calibrated. The first step in the calibration is to center the overall equation on the 

2004 workload data for the operation. This is done by entering the median value for 

piece handlings into the equation and computing the implied value for hours. This 

15 
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implies a corresponding value for productivity (x/y). Calibration then requires adjusting 

the value for a until the projected productivity at the median level of piece handlings 

closely approximates the value of productivity found by taking the ratio of median x to 

median y. Of course, this provides a projected value for y which is quite close to 

median y. 

No documents were used in this step. 

SteD 5: Calculate variable coefficients for each of the three ranaes. 

A linear approximation, by definition, has a constant slope. That slope measures how 

time and, therefore, cost varies with workload. Thus, a single value must be calculated 

for the slope of the linear approximation. That value is termed the "variable" coefficient. 

To calculate the variable coefficient, a level of granularity for each range must be 

established. A granularity of twenty steps was chosen. This means the calculation of 

the overall variable coefficient will depend upon the calculation of the marginal time for 

twenty changes in values within each range. Note that marginal times can only be 

calculated for changes in piece handlings, by definition. The twenty individual steps are 

calculated in the same way for each range. They are calculated according to the 

following formula: 

Maxj -Mini 

20 
(51 = 

16 
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This formula produced the following steps for each of the ranges 

Small 

Once the steps have been calculated, the marginal times can then be calculated for all 

three ranges. In other words, twenty marginal times were calculated for the small 

range, 20 marginal times were calculated for the medium range and 20 marginal times 

were calculated for the large range. The variable coefficient for a range is simply the 

average of the twenty marginal times within each range. Below are the calculated 

coefficients for each of the three ranges for the APPS equation: 

Variable 
Coefficient 

Small 2.1759 

Medium 1.6588 

1.2314 

These coefficients measure marginal hours per additional 1000 piece handlings. 

No documents were used in this step. 

Step 6: Calibrate the core coefficient for each ranae. 

Once the variable coefficients have been calculated, the “intercept” or core coefficient 

must be calibrated for each of the three approximations. This calibration is done in a 

17 
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manner similar to the initial calibration of the overall nonlinear equation. Within each 

range, the total hours were associated with the various levels of piece handlings were 

projected by using the variable coefficient. Then, for the central value of piece 

handlings for each range, this projected value (based upon the linear approximation) 

was compared with the value projected from the nonlinear equation. The difference 

between the two was used to establish the core coefficient. Note that core coefficients 

were required to end in either a " 0  or a "5" to emphasize the fact that these are 

calibrated values that have no meaning apart from what is already embodied in the 

nonlinear equation. The calibrated core coefficients for the APPS operation are given 

below: 

Core 
Range Coefficient 

I I I 

No documents were used in this step. 

SteD 7: Convert Time Values to Dollar Values. 

The analysis so far has been done in terms of hours. To convert it to dollars, a rate Of 

$35 per hour was used. In addition, the core coefficients are quarterly and were 

multiplied by four to convert to an annual basis. This final step produces the coefficients 

provided in response to Presiding Officer's Ruling No. N2006-1/23. 

18 
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Dollars $57,400 $76 15 $141,400 $58.06 

RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO PRESIDING OFFICER’S INFORMATON REQUEST NO. 7 

2735 12314 

$382,900 $43 10 

No documents were used in this step 

19 
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6. Supplemental Response of the United States Postal Service to Presiding 
Officer's Information Request No. 4, Question 6.d., states that the theoretical 
network "could result in the upgrade of 2,507 and downgrade of 2.701 First-class 
pairs. Recognizing that this number is theoretical and subject to change, please 
provide the aggregate volume associated with the upgraded pairs and the 
aggregate volume associated with the downgraded pairs. 

RESPONSE: 

The total aggregated First-class Mail Single Piece Letter volume estimate for the 

upgrade of 2,507 First-class Mail origin-destination pairs is 183,863,687 out of 

approximately 42 billion pieces and the total aggregated First-class Mail Single Piece 

Letter volume estimated for the downgrade of 2,701 origin-destination pairs is 

834,527,579 pieces out of approximately 42 billion pieces. 
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7. For each facility pair, both losing and gaining, identified in the 
consolidation opportunity list submitted in response to the question posed 
to witness Williams by the Office of The Consumer Advocate at the 
hearings, Tr. 3666, please provide the size classification by operation, the 
FY 2005 productivity by operation, and the operations being considered 
for consolidation. 

RESPONSE: 

The referenced Opportunity List reflects facilities that were identified in the latter 

half of 2005 as candidates for study to determine -- through the AMP process as 

it is utilized under END -- whether potential opportunities for operational 

consolidation exist among these facilities. It should be emphasized that not all of 

the 139 candidate facilities were identified by the END optimization model. Many 

of the candidate facilities were suggested by Area and District managers in their 

zeal to be as responsive as possible to a request that they propose consolidation 

opportunity targets that might be considered as part of the END initiative. 0 
As is clear from the Opportunity List and the Attachment to this response, a 

number of the proposed candidates are not Function 1 mail processing plants, 

which are the primary focus of the END initiative. In some cases, the facilities 

identified by the field, whether mail processing plants or Function 4 post offices 

and retail units, have been circulated as AMP candidates for at least several 

years before 2005. The Opportunity List was designed to create a pool from 

which the first wave of END-related AMP candidates would be selected. It would 

be a mistake to assume that this Opportunity List reflects a determination by 

postal management to draw only from these facilities in determining the next 
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RESPONSE to Question 7 (continued): 

wave or the next several waves of END-related consolidation candidates, or 

other non-END-related AMP opportunities. 

The Opportunity List identifies specific facilities as potential ”losing” and “gaining” 

facilities. However, the ultimate determination of which specific operations at a 

candidate “losing” facility on that list should be considered for consolidated as 

part of an END-related AMP does not occur at or in conjunction with the 

development of that list. That determined is made as part of an AMP feasibility 

study. Thus, even if the END optimization model suggests that a consolidation of 

Plant A’s originating operations into Plant B be considered, and that proposal 

appears on the Opportunity List, the actual determination of whether the 

feasibility of that option is studied through the AMP process as a part of END 

takes place as Headquarters reviews END model-generated facility pairs and 

engages the affected Area offices in the iterative process of determining -- often 

with the assistance of END simulation modeling -- which facilities will be 

designated as “losing” and “gaining,” and which type of consolidation (originating, 

destinating, or full) may be feasible to study. The AMP opportunity ultimately 

queued for study is not always the one suggested by the model. The identity of 

the gaining facility may change. The nature of the AMP to be studied 

(originating, destinating, or full) also may change. The same is true for 

Opportunity List AMP candidates nominated by the Area and District managers. 

0 

0 
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RESPONSE to Question 7 (continued): 

It is through this secondary process that the USPS-T-2 Attachment list of the first 

41 END-related AMP consolidation opportunities was developed. Thus, it would 

be a mistake to assume that the specific AMP proposal (Plant A into Plant 6; or 

originating, destinating, or full) that ultimately gets subjected to AMP review as a 

part of END is reflected in the Opportunity List or was specifically decided when 

that particular list was drawn up. 

As the Postal Service goes back to the Opportunity List or otherwise continues 

the iterative secondary process described above for the next wave of AMP 

candidates, that process will identify which facilities to examine and will lead to 

determinations regarding whether to study the feasibility of originating, 

destinating, or full consolidations. Accordingly, for the facilities on the 

Opportunity List that do not appear on the Attachment to USPS-T-2 and that 

have yet to be queued up for study, there is currently no list of operations at each 

facility that can be said to be definitively subject to consolidation. 

The question requests a size classification for each operation at each of the I 
facilities on the Opportunity List. The END optimization model identifies the 

segment of the cost curve the operation falls on, which have been identified for 

the purposes of modeling as Small, Medium and Large. The following 

Attachment provides the size by shape operation for those facilities identified as 
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RESPONSE to Question 7 (continued): 

candidate sites through the END initiative. If an operation is not performed at a 

given facility based on the data used to generate the list, it is identified as “NO. 

For further clarification for how sizes and costs relate within the END optimization 

model, see the response to Question 6 of Presiding Officer‘s Ruling No. N2006- 

1/37. 

The attached spreadsheet reflects responsive data for the Function 1 facilities on 

the Opportunity List. Function 1 facilities are mail processing plants at which 

MODS data are collected. MODS is not used to collect or manage data for the 

Function 4 delivery and retail facilities reflected on the Opportunity List. No 

database similar to MODS exists for these Function 4 facilities. Accordingly, 

similar data do not exist. 

0 

0 





1 3 7 7  



1378 

RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO PRESIDING OFFICERS INFORMATION REQUEST NO. 7 

8. Library Reference 17, at pages 4-5. lists cost functions for 14 direct sorting 
operations and five allied operations that the END optimization model individually 
models. It linearizes these cost functions, and assigns a size category to each 
operation at each facility covered by the model. For a given 3-digit ZIP area, the 
model purports to separately assign each operation to the facility where the 
operation can be performed at least cost. Many of these operations, however, 
appear to be interdependent. For example, it would appear infeasible to assign 
outgoing letter-shaped processing operations (AFCS. OCR, and DBCS) that are 
of different sizes to different facilities. 
a. 

b. 

Does the END model constrain the separate assignment of operations that 
are interdependent? 
Library Reference 17, at page 5. says "the model does not contemplate 
'consolidating' facing and canceling operations. These operations will 
thus stay in the P&DCs." If outgoing OCR and BCS operations are 
consolidated, but facing and canceling operations are not, could this result 
in inadequate capacity in the facing and canceling operation at the gaining 
facility? 

RESPONSE: 

a. Yes. The distribution concept defines which operations must be assigned 0 

b. 

together. For example, the RDC concept assigns DBCS operations to one 

Originating Facility, Originating Concentrator, Destinating Disperser, 

Destinating Facility. All of the OF roles are assigned by the model, not 

just 1 operation. The role is assigned to a facility type by shape 

depending on the concept modeled. For example, OF-LTTR-DBCS would 

be assigned to a Local Processing Center; whereas, OC-LTTR-DBCS 

would be assigned to an LPC based on how the network design was 

modeled 

The statement in USPS Library Reference N2006-1/17 was addressing 

the fact that there are some operations that are small and do not have 

much impact on the overall network. What this example is referring 
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RESPONSE to Question 8 Icontinued): 

to is the facing and canceling operations that take place outside of the 

AFCS, such as micro-marks, hand cancellation and facing operations. 

The model does include these costs indirectly as stated on page 5 of the 

Model Requirements Report (USPS-LR-N2006-1/17) more simply by 

utilizing a ratio approach. The model does contemplate consolidating 

AFCS cancellation operations, and a cost function was developed and 

provided for the AFCS operation. 
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9. 

[elvery scenario used to stress the model __.  generates results showing 
that over 100 campuses could be closed (the v3.7 model run validated by 
the IV & V team shows almost 150 campuses being closed). The Postal 
Service will have to formulate a plan to deal with the impact of such 
closures. 

Library Reference 18, at page iv, says 

a. In determining the cost of the future network against which the 
Postal Service would validate an AMP if it were initiated today, 
does the END optimization model include fixed facility costs for 
facilities that are not assigned volume for any modeled operations? 
Has the END optimization model been modified in this regard since 
it was evaluated by the IV &V team? 

b. 

RESPONSE: 

a. The $750 million estimated savings associated with the proposed 

future network does not include the fixed cost savings of facilities 

which do not have mail processing assigned. While fixed cost is 

modeled, the ultimate use of a given facility (which did not have 

mail assigned) is unknown at this time, and therefore the savings of 

fixed cost was not included. 

The model continues to use three cost inputs. The first is an 

operational cost that is the operation cost by size. The second cost 

input into the optimization model is the facility fixed costs, that is 

those costs associated with the facility infrastructure that do not 

change regardless of the amount of mail processed, such as lease 

costs. The third cost element input into the optimization model is 
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RESPONSE to Question 9 (continued): 

the costs associated with transporting mail between ZIP and facility, 

as well as facility to facility. 
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1. Refer to USPS Library Reference N2006-1/5. According to the 
Marysville AMP Assumption List found on page 168, the estimate of 
the gaining facility's additional staffing needs is based on the following 
formula: AMP Volume + BPI = Workhours. 
a. Confirm that "AMP Volume" is the volume expected to move 

from the losing facility to the gaining facility after the 
consolidation. 
Confirm that under the Breakthrough Productivity Initiative (BPI) 
program earned workhours for a given operation in a given 
facility are calculated by dividing workload (TPH) by the average 
productivity for the top 25% of facilities in the same size group 
as the given facility. If you cannot confirm. please explain how 
earned workhours are calculated. 
Is the "BPI" referred to in the Assumption List the average 
productivity for the top 25% of facilities in the same size group 
as Sacramento? If not, what is "BPI" referring to? 
Are workhours after consolidation for gaining facilities for all 
other AMP studies estimated using the formula given in the 
Marysville Assumption List? If not how are they estimated? 
Are workhours after consolidation for losing facilities for all other 
AMP studies estimated using the formula given in the Marysville 
Assumption List? If not how are they estimated? 
What percentage of all facilities achieved or exceeded (Le. had 
fewer workhours) their earned workhour goals in FY 2005 and 
FY 2006? 
What management incentives does the Postal Service offer to 
ensure that facilities reach or exceed their earned workhour 
goals? 
In the past, what impact has missing the earned workhour goal 
had on a facility's ability to meet its critical dispatch times, 
subsequent facilities' critical entry times, and overall service 
standards? 
i. If the answer is none, please explain why there has been no 

impact. 
ii. In the future, what impact would missing the earned 

workhour goal have on a facility's ability to meet its critical 
dispatch times, subsequent facilities' critical entry times, and 
overall service standards? 

b. 

c. 

d. 

e. 

f. 

g. 

h. 

i. 
j. 

When was the BPI program initiated? 
Is actual productivity under the BPI calculated by dividing 
MODS TPH by MODS hours? 
i. If not, how is it calculated? 
ii. Can these productivities be calculated from the data 

provided in R2006-1, Library Reference USPS-L-56? 
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1. If so, for each operation provide the criteria that 
determines the size classification (i.e., small, 
medium, large). 
If not, provide actual mail processing productivities 
by operation, as calculated in the BPI program, 
for all BPI facilities for all fiscal years since the 
inception of the program. 

2. 

RESPONSE 

Confirmed that AMP volume is the estimated volume expected to 

be transferred to the gaining facility. However, the formula referenced in 

the interrogatory is not used in the END AMP process. 

Earned Hours are calculated by dividing workload (TPH) by the Target 

Productivity for the given Category. One method of establishing target 

productivity is by calculating the top quartile from the previous year's data. 

Yes. 

No, the actual work hours from the management operating data system 

(MODS) from worksheet 4 & 4a are used. 

No, the actual work hours from the management operating data system 

(MODS) from worksheet 4 8 4a are used. 

There are no earned workhour goals in the BPI model. 

There are no earned workhour goals in the BPI model. 

The earned hour measurement is not related to critical dispatch times, 

critical entry times, or overall service standards. There are no earned 

workhour goals in the BPI Model. 

FY 2001. 

Yes. 
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I. Not applicable 

I1 No 

1. Not applicable. 

2. BPI does not calculate productivities by operation. BPI 

calculates productivities by processing categories 
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2. Refer to USPS Library Reference N2006-1/17. page 5, and USPS Response to 
POlR No. 6, question 1. POlR No. 6, question 1 asked the Postal Service to 
provide the classification criteria, average TPH per hour, variability factor, and 
marginal cost for small, medium, and large classifications for all operations listed 
on page 5 of LR N2006-1/17. The Postal Service provided the requested 
information for 11 of the 19 operations. Please provide the requested information 
for the remaining 8 operations (MPBCS. APPS. PSM, NMO. Platform, Open Unit 
Pref. Open Unit Bulk, and Pouching.) Because these operations were not 
modeled by witness Bozo in R2005-1, provide the models and datasets used to 
calculate the requested information. 

RESPONSE 

The requested information for the MPBCS operation is as follows: 

111 121 131 141 P I  [el [71 181 
Operation TPF Elasticity Standard Productivity Marginal BY BY 2005 Std. 

cutoffs Error (TPF/Hour”. FY Productivity 2005 Error 
2005. Median by [5]/[3] Elasti 

Size Group) city 

MPBCS n/a * n/a 
Small 44116 0.92 0.090 8.440 9.174 
Medium 1411610 0.87 0.080 7,760 8,920 

Large >52396 0.78 0.110 6.840 8,769 
52396 

* The MPBCS cost pool is not used in the BY 2005 mail 
processing model 

The Commission is correct to point out that the MPBCS operation was not modeled by 

witness Bozzo. As the MPBCS inventory dwindles, and the workload migrates to the 

DBCS, that operation is now modeled within the BCS OuVln operation categories. As 

such, the cost functions will evolve to meet the current operating environment of the 

Postal Service. 

Please see response to POlR 7 Question 5 which shows the step-by-step process 

utilized to develop the APPS function. Since a structural equation has not yet been 

developed due to insufficiency of the period of performance of the APPS machine, the 

SPBS equation was utilized as a proxy 
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RESPONSE to Question 2 (continued): 

The approach utilized for the BMC functions was different than other operations. END 

utilized a linear regression approach to approximate the cost functions of the BMC 

operations. namely the PSM and NMO operations. This approach was selected 

because, at the time, the data were in PIMS, and the system did not provide sufficient 

data to make more generalized approximations. Currently, BMC data has been 

migrated to MODS. This movement has occurred within the last year, but does not 

provide a sufficient period of data with which to make more than these general 

inferences. The spreadsheet utilized to generate these equations will be provided in 

USPS Library Reference N2006-1/26. 

Parcels Priority 

Finally, the allied equations were developed by size only for the total fixed component, 

and this was utilized to determine the additional allied cost associated with a given 

facility based on intrinsic facility factors. Only one allied variable coefficent was 

developed for each of the allied operations modeled: Platform, Open Unit Pref. Open 

Unit Bulk, and Pouching. Please see USPS Library Reference N2006-1117. the END 

Modeling Requirements Report at page 7 for detailed information for how those 

functions are utilized in the model. The following table reflects the allied labor 

coefficients utilized in the models: 

Platform 

Pouching 

9,952 0.056 0.261 0.000 0.355 

2,282 0000 0.494 0.455 0.000 

Opening Pref 

Opening Bulk 

Total 

4,493 0.065 0.049 0.000 0.000 

4,264 0.020 0.102 0.060 0.000 

20,991 0.141 0.906 0.51 5 0.355 
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Note The coefficients represent allied hours I 1000 TPH in each shape category. Core 

hours IS a quarterly number 

Total Core Hours: 

SMALL: 23,915 

MEDIUM: 50,940 

LARGE: 90,482 

Classification criteria for allied equations are as follows based on the total amount Of 

allied hours within a facility: 

SMALL: 

MEDIUM 

LARGE 

0 - 91,334 Total Allied Hours 

91,334 - 492.845 Total Allied Hours 

> 492,846 Total Allied Hours 
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7. According to witness Shah, a primary goal of the END model is to identify 
an optimized solution that reduces the complexities and the redundancies 
of the postal transportation network illustrated by Figure 2 of USPS-T-1, 
without substantially degrading service. The Postal Service, in response 
to Presiding Officer's Information Request No. 4, Question 6, says that 
potentially all subclasses will be processed and transported together in the 
Future Network, unless it degrades service standards. It is not clear to 
what extent the END model's optimized solution would achieve this goal. 
As general indications, please provide: 
a. A comparison of the number of miles required to transport mail 

between processing facilities in the current network with the 
number that would be required in the Future Network, as evidenced 
by the iteration of the END model against which an AMP would 
currently be evaluated. 
Please provide the proportion of those miles that directly connect 
processing facilities without going through a hub, in the current 
network, and in the Future Network referenced in part a. 
Please provide the number of transportation runs that are dedicated 
to preferential classes of mail in the current network and in the 
Future Network referenced in part a. 

b. 

c. 

RESPONSE 

a. It is important to clear up a misconception implied by the statement 

proceeding this question. The primary goal of END is not to optimize the 

postal transportation network. See the response to OCNUSPS-52. The 

complexities and the redundancies of the postal network illustrated 

by Figure 2 of USPS-T-1 come about due to the network redundancies 

created by overlapping single-product networks. See the response to 

OCNUSPS-TI-12. As indicated in USPS-T-1 at page 7, the primary 

objectives of END, are to identify potential operations and network 

changes that could: 

create a more flexible postal distribution and transportation network; 
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RESPONSE to Question 7 (continued): 

modify the postal surface transportation network to reduce overall 

transportation costs; 

reduce redundancy inherent in maintaining different transportation 

networks for different mail classes; and 

reduce postal costs. 

Within this network, if possible, shared class transportation can be 

facilitated. See the responses to OCAIUSPS-35 and POlR 4 Question 

6a&b. 

The current networks total HCR miles are approximately 994 Million 

annually. The theoretical network estimated miles are 997 Million. As 

indicated in the above paragraph, one of ENDS goals is to reduce total 

transportation and distribution costs. One means is by moving mail off air 

transportation and onto surface transportation, as indicated by the 

increase in miles. 

Based on existing HCRs, approximately 70-80 percent of today's trips do 

not connect through one of the 14 national HASPs/HUBS. A fundamental 

tenet of the future network is transportation consolidation. An estimated 

60 percent of the future trips do not stop at a national STC, which means 

the number of trips consolidated through national STCs, and national 

b. 
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RESPONSE to Question 7 (continued): 

HASPS, would increase from 20-30 percent today, up to almost 40 percent 

in the future. 

With the deployment of surface visibility underway, the Postal Service is 

on a path which will provide the required visibility to more accurately 

determine the amount of mail by class in transit throughout its network. At 

this time, reliable data is not available to determine the number of 

dedicated preferential trips. 

c. 

As stated in response to OCNUSPS-35, the theoretical future shape 

based network will facilitate shared product transportation. As a result, 

much of the network transportation in the future has the potential to 

include all classes of mail where service is not compromised. See the 

response to POlR 4 Question 6a&b. 
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1. How does the model determine which facilities will become Regional Distribution 
Centers (RDC), e.g., is the decision based on physical features of specific 
facilities, geographic features such as proximity to highways and airports, or 
physical location? Is the initial decision made within or outside of the model? 

RESPONSE 

Before responding to the question posed, the Postal Service is obliged to respond to a 

misconception regarding the Opportunity List provided by witness Williams that is 

referenced in footnote 1 of Presiding Officer's Ruling No. N2006-1/37. That footnote 

asserts: 

Currently, virtually all AMP proposals are initiated by the recommendations of the 
END model, and none can go forward unless it is consistent with those 
recommendations. The END model's recommendations would be peripheral to 
network realignment only if the large majority of the AMP 'opportunities" that it 
initiates were ultimately rejected by management. Such an outcome appears 0 unlikely." 

Of the list of 139 AMP candidates provided to the Commission on that Opportunity List, 

83 were not identified through END modeling. The Opportunity List was generated 

largely by the submission of the names of facilities that each Area office considered 

might make candidates for AMP review as part of the END initiative. Second, of the 44 

AMP feasibility studies announced in 2006, in 6 cases, a determination was made that 

the porposed consolidaton was not presently feasible. 

The model determines which facilities will become Regional Distribution Centers based 

on available capacity and required capacity and minimized overall network costs. This 
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RESPONSE TO QUESTION I (continued): 

initial decision is made within the model, except for the case of BMCs which were 

designated as only to be selected as RDCs. The model is a mixed integer optimization. 

For further detail, please see lnteger and Combinatorial Optimization by Laurence A. 

Wolsey and George L. Nemhauser. See also, the response of the United States Postal 

Service to POlR 5, Question 11 
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2. Is the ZIP Code assignment problem solved before, after, or simultaneously with 
the processing role problem? 

RESPONSE 

The ZIP Code assignment problem is solved simultaneously with the processing role 

problem. See the responses of the United States Postal Service to POlR 5. Question 

11, and POlR 4, Question 7. See also, lnteger and Combinatorial Optimization by 

Laurence A. Wolsey and George L. Nemhauser. 
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3. How does the model assign turnaround mail, and is turnaround mail the only mail 

that has an overnight service standard under the RDC concept? 

RESPONSE 

The model assigns turnaround mail the same way all other capacity is assigned. The 

model does not distinguish overnight capacity from non-overnight capacity. The model 

assigns all workload capacity for each 3-Digit ZIP code: In an early iteration of the 

model, there was an assumption that turnaround mail would modeled as that which only 

has an overnight service standard. Subsequent iterations have changed this constraint. 
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4. Does the model allow additional transportation costs to be incurred, such as 

substituting air for highway transportation, if this would make it feasible to 

consolidate additional processing operations without violating service standards? 

RESPONSE 

No, the objective of the transportation model is consistent with existing USPS corporate 

goals of maximizing surface transportation. If an origin-destination pair can be service 

responsive on surface, surface will be selected. See the response of the United States 

Postal Service to POlR 4, Question 7b. 
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5. What criteria are used to assign ZIP Codes to facilities after the initial run? What 
aspect of this task is performed outside the model, and why is it performed 
outside of the model? (See Tr. 2/334). 

RESPONSE 

The optimization model was not designed as a tactical roadrnap and does not consider 

capital investments for new equipment, relocation of assets or retrofitting of facilities. 

These issues must be reviewed outside the model by headquarters. area and local level 

experts familiar with site specific issues such as facility infrastructure, building age, 

actual drive times and reliability of road conditions. See the response of the U.nited 

States Postal Service to APWU/USPS-TI-1 (b); also, the response of the United States 

Postal Service to OCNUSPS-54; and the response of the United States Postal Service 

to POlR 5, Question 7a 0 
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6. With respect to Question No. 5, please answer the following more specific 
questions. 

Library Reference N2006-1/17. at page 18, describes the steps followed 
by the optimization model. Steps 2 and 3 assume that each facility is "large" for 
purposes of determining its processing cost characteristics. (A further ambiguity 
arises from the documentation repeatedly referring to "facilities" and the costs 
saved by "closing^ them, although the Postal Service has also said that the END 
model recommends closing operations, but not fac es.) Library Reference 
N2006-1/17, however, does not indicate how the model would assign ZIP Code 
workload to plants under a variety of circumstances. 
a. For example, what decision rules would the model apply to implement 

Steps 2 and 3 where sufficient processing capacity is available at several 
different plants? To illustrate, the model might encounter situations in 
which all of a particular 3-digit ZIP Code/product workload could be 
processed by any of three facilities - one small, one medium, and one 
large. 
(1) In Steps 2 and 3. would the model choose the facility that best 

matches workload to capacity (the small facility) without regard to 
the cost characteristics that are assumed to accompany its size? 
In Steps 4 through 6, does the model "re-size" this facility to match 
its assigned volume, thereby recognizing that it has the cost 
characteristics of a small 'facility/operation? Consequently, would 
estimated costs increase as the model moves from Steps 2 and 3 
to Steps 4 through 6, even though the documentation asserts that 
costs move further toward the minimum with each iteration? 

(2) 

b. Where processing capacity is a constraint, it is not clear what decision 
rules the model would apply to implement Steps 2 and 3. For example, 
the model could encounter circumstances in which there are three plants 
eligible to process a particular 3digit ZIP Code/product workload. The 
workload would fit exactly into two eligible small plants, but would occupy 
only half of the processing capacity of an eligible large plant (perhaps 
enough to fit a medium facility). 
(1) What decision rules would the model apply to select one of these 

options?. In selecting operations to consolidate, would the model's 
choice assume that the operation-specific and the facility-specific 
fixed costs at both of the small facilities would be saved by 
consolidating them to the large plant? 
In Steps 4 through 6, under the circumstance just described, would 
the model 
(i) 

(2) 

choose the large facility, 'assuming that its variable costs 
would convert to those of a medium facility, but that it would 
continue to operate at half capacity, and continue to incur 
the fixed costs of a large facility/operation; 

. .  0 .. 
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Question 6 (continued): 

(ii) choose the large facility, assuming that its variable costs 
would convert to those of a medium facility, but the plant 
would be reconfigured to match its new "medium" workload; 
choose a small facility on the assumption that it would be 
reconfigured to handle its new "medium" workload, with a 
corresponding change in its "core" fixed and variable costs; 
allocate the workload to the two small facilityloperations. 
rather than operate one.large facilityloperation at half 
capacity? 

(iii) 

(iv) 

c. What the 'core" fixed cost of an operation, and the fixed cost of a facility 
represent is unclear. 
(1) If the cost of fuel, rents, and other facility specific costs are included 

in the "core" fixed costs of an operation, would the model consider 
them reduced to zero if  the operation is consolidated into another 
facility? Wouldn't these costs actually remain at the donating 
facility? 
If the model treats such costs as facility-specific. would the "core" 
fixed costs of an operation then consist primarily of the set-up and 
take-down labor costs for that operation? 
(i) 

(2) 

When an operation is consolidated into another plant, would 
there be any need to set-up or teardown the operation at 
the donating plant? 
Would this imply that such costs are not actually fixed? 
If the donated operation still requires a separate sort scheme 
when performed at the receiving plant, would the same set- 
up and tear-down costs be incurred before and after 
consolidation? 
Under these circumstances, would the model count the 
"core" fixed costs of the consolidated operation as "saved?" 

(ii) 
(iii) 

(iv) 

RESPONSE 

The model would match workload which has been translated into capacity 

to facility square feet. All operations are assumed large at this step, 

therefore the model minimizes cost through operation consolidation For 
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RESPONSE TO QUESTION 6 (continued): 

more information on optimization, please see Integer and Combinatorial 

Opfimizafion by Laurence A. Wolsey and George L. Nemhauser. See 

the response to OCNUSPSTI-2ld. See also the response of the United 

States Postal Service to POlR 5, Question 11 

While the model assumes a large cost operation size to begin, this cost is 

only used as a starting point to begin to assign capacity, not estimate 

network cost. Once the initial run is complete, the operations are resized 

based on the actual volume that was assigned to the facilities generated 

by the model. Therefore, the network is resized based on the actual 

workload assigned. This produces a network cost for this resized network 

This result is then utilized in steps 4 - 6 for the second iteration. Within 

steps 4-6 the model will look for a least cost solution beyond this. 

therefore, as we iterate, total network cost may decrease. 

(2) 

(1) The decision rules that the model would apply are the overall decision 

rules used within the optimization model. The model is a cost 

minimization problem. See the response to OCAIUSPS-TI-3c. 

Therefore, in selecting operations to consolidate, the model would select 

the decisions that led to a least cost solution for the overall optimization 
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RESPONSE TO QUESTION 6 (continued): 

problem which would be the overall network, and not a particular facility 

selection; individualized local decisions may not be optimal in every case 

since the model is minimizing the overall network cost. See the response 

of the United States Postal Service to POlR 5. Question 11 

(2) There is one and only one theoretical optimal least cost solution within the 

optimization problem. All decisions are made iteratively, moving from one 

decision point to a better decision point until the optimal solution is 

obtained. Since we are looking for an overall network solution, 

individualized local decisions may not be optimal in every case in order to 

minimize the overall network cost. Therefore, there is simply not a single 

answer to this question; the answer is that it depends on all other decision 

variables within the model. Please see, Integer & Combinatorial 

Optimization by Laurence A. Wolsey and George L. Neuhauser for further 

discussion of optimization. See also the response of the United States 

Postal Service to OCNUSPS-TI-21d; and the response of the United 

States Postal Service to POlR 5, Question 11 

(1)  The facility specific costs are included within the fixed costs of the facility. 

Within the optimization model, there is an unavoidable facility cost 

associated with each facility, representing the costs that will be at that 
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RESPONSE TO QUESTION 6 (continued): 

facility regardless of whether mail is processed or not. These costs would 

reduce to zero within the context of the model if all operations were 

removed from a facility. From a practical perspective, the proper use of a 

facility in the future would depend on organizational decision making. 

Please see the response of the United States Postal Service to 

APWUIUSPS-TI-31 b8c; also. the response of the United States Postal 

Service to POlR 2. Question 7a8b. 

(2) The core component of the cost equation is a mathematical device to 

represent the linear version of the non-linear cost curve. In order to 

do so. a "core component" was developed to match the central value 

of piece handlings for each range of TPH to the nonlinear equation. 

The following 2 diagrams represent the linear version of the 

nonlinear curve. (Note, these diagrams are not to scale and are used 

for only for conceptual explanatory purposes) 
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Figure 1: 

I 

TPH 
Relevanl Range of Operalions 

Figure-2: 

Hours 

TPH 

The first figure represents the non-linear cost curves, and the three 

tangent lines which have been termed Small, Medium and Large within 

the END optimization construct. The use of three curves was to develop a 
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RESPONSE TO QUESTION 6 (continuedl: 

reasonable representation of the nonlinear cost curve. If computing 

resources were infinite. an infinite number of curves could have been 

utilized which would have been the non-linear cost curve, but the END 

optimization model is a linear optimization model. Figure 2 represents the 

three sizes with the non-linear cost curve removed. This also has the 

ends of the curve removed which do not represent the linear version of the 

nonlinear cost curve underneath. What this figure shows is three distinct 

lines which END uses to represent the structural equations of the United 

States Postal Service. The format of the equation that fits these lines is 

the linear function: Hours = a + P(TPH) depending on what part of the 

curve you are on. Therefore this "core" term represents the term that 

moves the linear function to the tangent of the nonlinear.cost curve. In 

other words, the core component moves the linear cost function onto the 

non-linear cost curve. 

See the response of the United States Postal Service to POlR 7 

Question 5 for the detailed step by step derivation of the linear cost 

functions 

(I) No, if a particular operation is no longer performed at a 

facility there would be no need to set up or teardown that 

operahon 

We define them as part of the operation specific cost (11) 
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(iii) It is assumed that as workload is consolidated, that 

workload will not be run on separate sort schemes, but 

rather the sort schemes would be aligned to achieve 

economies for some operations. These consolidations 

of mail volume onto the same sort schemes reduces the 

amount of set up and tear down costs incurred for the 

same amount of mail volume, which is part of the 

economies of scale achieved. See, Direct Testimony of 

Linda A. Kingsley on Behalf of the United States Postal 

Service, Docket R2001-I, USPS-T-39 at 28-30. 

Under these circumstances, would the model count the (iv) 

"core" fixed costs of the consolidated operation as "saved?" 

Based on the mathematical formulation of the END cost 

equations, if an operation were completely removed 

from a facility, all costs of that operation would be 

removed. By definition within the END optimization 

model, Hrs = a + VTPH, and a cannot exist in isolation. 

The core component of the curve only exists i f  the 

operation is present. 


